DEPARTMENT OF INTERIOR APPROPRIATIONS FOR 1952 


FRIDAY, MAY 11, 1951 


Unirep Sratres SENATE, 
SUBCOMMITTEE OF THE COMMITTEE ON APPROPRIATIONS, 
Washington, D.C. 
The subcommittee met, at 10 a. m., pursuant to recess, in room 
K-39, Hon. Carl Hayden (chairman of the subcommittee) presiding. 
Present: Senators Hayden, Ellender, Cordon, and Young. 


BONNEVILLE POWER ADMINISTRATION 


STATEMENTS OF PAUL J. RAVER, ADMINISTRATOR; D. L. MAR- 
LETT, ASSISTANT ADMINISTRATOR; JOHN MULCAHY, ENGI- 
NEER, AND JOHN D. DAVIS, MANAGER, WASHINGTON, D. C., 
OFFICE 


CONSTRUCTION 
BUDGET ESTIMATE AND HOUSE ACTION 


Senator Haypen. The committee will come to order. 

We will now take up the regular appropriation for the Bonneville 
Power Administration for the fiscal year 1952. 

The item appears on page 5, line 16, of the bill. The budget 
estimate is $69,500,000. 

The House committee allowed an appropriation of $67,500,000, or a 
reduction of $2 million under the estimate. 

However, on the House floor on the motion of Mr. Ford, of Michigan, 
a further reduction of $5,500,000 was made, reducing the total figure 
to $62 million. 

The Department is requesting that the amount of $62 million be 
deleted, and that $67,500,000 be inserted in lieu thereof, to provide an 
increase of $5,500,000, and to provide the same amount of appropria- 
tion as recommended by the House committee. 


JUSTIFICATION 
I will place the Department’s justification in the record at this point. 
(The justification referred to follows: ) 
CONSTRUCTION 
(Estimate, $69,500,000; act, $39,500,000 plus $1,450,000 supplemental) 
(House hearings, pt. 1, pp. 153-182) 


(P. 5, line 16) 


Page 5, line 16, strike out ‘$62,000,000” and insert in lieu thereof ‘‘$67,500,000’’, 
an increase of $5,500,000 in the appropriation. 
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HOUSE REPORT 


An appropriation of $67,500,000 is approved in lieu of the estimate of $69,- 
500,000. The sum recommended is to enable the Bonneville Administration to 
carry out its program of construction of transmission facilities already approved 
by the Congress and to initiate construction of additional facilities to conform 
with the schedules under which new generating capacity is to be available. 
Before the end of 1955 generation is scheduled to be provided by eight new plants 
in addition to the capacity still to be added at Grand Coulee Dam. 

Although it recommended a general reduction of $2,000,000 in the estimate, the 
committee has approved the Bonneville construction program as submitted with 
one additional item. A substation should be provided by Bonneville Power 
Administration at Warden, Wash., and $48,000 of the sum approved is to be 
available for that purpose. 

JUSTIFICATION 


The amendment restores $5,500,000 of the reduction of $7,500,000 made by the 
House in the budget estimate for this appropriation. This amount is distributed 
to activities as follows: 





Activits A ppropri Budget esti House bill, Restoration 

vee ated, 1951 mate, 1952 1952 requested 

7 - 

| 
a. Construction in progress $34, 536, 000 $61, 164,000 | $55, 437, 000 $3, 827, 000 
b. New truction_. 4, 738, 000 7, 271, 000 | 5, 498, 000 1, 673, 000 
c. Gener nt 1, 676, 000 1. 06. 5 000 1. 065, 000 | 

Total : 10), 950, 000 69, 500, 000 62, 000, 000 5, 500, 000 


A breakdown of the restoration request by objects of expenditure follows: 


Personal services - - $450, 000 | Supplies and materials $1, 438, 000 
Travel 95, 000 | Equipment 1, 500, 000 
Transportation of things | Lands and structures_ _ _- 2, 000, 000 
Communication services 2,000} Grants, subsidies, and con- 
Rents and utility services 4,000/ tributions 1, 000 
Printing and reproduction 
Other contractual services 10, 000 | Total ad om 5, 500, 000 
Funds requested in the 1952 construction program are for facilities to transmit 
power from gent a ig plants to load centers and customers. The allowance of 
$62 million by t Seu will provide only the amounts needed to continue work 
on facilities yack are already under way. Amounts required for new facilities 


scheduled to start in fiscal year 1952 nearly total the $7!¢ million eut from the 
Administration’s estimates by the House. In assigning these cuts to individual 
transmission facilities, the Administration has made adjustments on the basis of 
the relative urgency of these items. It will be necessary to delay work under 
way in order to take care of highest priority new starts. The manner in which 
these cuts have been applied to the Administration’s program is set forth in the 
accompanying table. The effects of these cuts on the Administration’s construc- 
tion program are as follows: 

(1) Investments in work under way will lie idle until funds are provided to 
finish the work. ‘Transmission line losses will be increased due to the overloading 
of lines with a resulting decrease in revenue. These factors will result in uneco- 
nomical prosecution of the Administration’s construction program, 

(2) The elimination or delay of facilities in the construction program will 
necessitate running of a greater risk on existing facilities which will be overloaded 
or inadequate to meet load requirements. This will result in endangering reli- 
ability of power service from the Administration’s system and on systems inter- 
connected with it, and will increase the possibility of outages, further endangering 
customers’ service. 

(3) The construction of major transmission facilities to take power from 
Federal power plants will be delayed. Since these schedules are already tight in 
terms of materials deliveries and seasonal working conditions, reduction in avail- 
able funds will add to the tightening of these schedules so that the Administration 
can no longer take advantage of any possible favorable conditions to regain losses 
in timing. 


ERNE SPIE COS LAN LAA ARNEL 


coos 


tage 


si 


Snes SIO 


Sakis 


+ ABA aS 


RRR MSs Bares 


Peet, 


dues 











INTERIOR DEPARTMENT APPROPRIATIONS, 1952 71 


(4) Since the Administration’s construction program is geared to scheduled 
power supply and load requirements, it will be necessary in later years to construct 
the transmission facilities delayed as a result of the House cuts. Therefore, there 
will be no permanent saving to the Federal Government in deferring these facil- 
ities. The experience of the Administration in the past year has indicated length- 
ening of delivery dates for materials and equipment and increases in prices 
Therefore, delays in the construction of these facilities may result in increased 
costs. 

(5) The Administration’s transmission system is normally designec with a 
minimum of reserve capacity. Any delay of the major items in the program can 
only result in increased loading on existing facilities. ‘This overloading wil] become 
especially severe in the event of any further delay in one of the higher priority 
projects beyond its scheduled completion date. The extreme loadings that would 
result from these conditions will appreciably increase the possirility of damage 
to major equipment in the system. 


Allocation of reductions to 1952 construction program 


Allocation of reductions 


Facility 
Notincluded |) Ineluded in 
in appeal appeal 
I, General-major 230-kv grid 
6. Columbia-Olympia $1, 983, 000 
8. Goldbar-Covington $1, 093, 000 
9. Grand Coulee-Snohomish No. 2 91, 000 
16. Detroit-Chemawa 810, 000 
17. Ross-St. Johns Conversion 212, 000 
19. Detroit-Goshen 88, O00 
20. Southwest Oregon loop service 177. 000 
21. Coos Bay area service ah 75, 000 
25. System reactive facilities 58, 000 
IA. Coastal Area— Puget Sound 
3. Olympia-Shelton-Port Angeles 19, 000 
5. Shelton-Bremerton No. 2 100, 000 $51, 000 
11. Tacoma loop 300, 000 
13. Raymond-Aberdeen 298, 000 
IB. Coastal Area—Portland, Longview, Chehalis area: 14. Westport- 
Cathlamet . ' 2 148, 000 
IC, Coastal area—southwest Oregon 
2. Eugene-Reedsport fe 60, 000 
3. Reedsport-Coos = 207, 000 
9. Mekinley-Gold Beach. .. ; 47, 000 
10. Lebanon-Springfield ; 233, 000 
ITA. Central area—Spokane: 2. Spokane-Colville-Spirit 17, 000 $ 
Lic. Cents al area—central Washington, central and eastern Oregon 
2, Columbia-Ellensburg 100, 000 
+, MeNary-Pasco 0, 000 
4. Okanogan-Tonasket Republic 200. 000 
6. Richland-Kennewick 50, 000 
10. The Dalles-Goldendale 61, 000 
20. Moxee switching station 181, 000 
23. Franklin County 200, 000 
29. Rocky Ford-Soap Lake 71, 000 ; 
IV. General: 2, Communication facilities ; 140, 000 
Total 2, 000, 000 5, 500, 000 


GENERAL STATEMENT 


Senator HaypeN. You may proceed with your statement. 

Mr. Raver. Mr. Chairman, the House of Representatives, in acting 
on the 1952 appropriation bill, has cut the construction budget request 
of the Bonneville Power Administration from $69,500,000 to $62,- 
000,000. Of this $7,500,000 cut, $2 million was recommended by the 
House Committee on Appropriations. 

We are not appealing the amounts involved in the committee action, 
since it now appears that the savings necessary to meet this cut can 
be achieved through changes in construction schedules, by omission 
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of certain facilities, and by some changes in engineering plans which 
we have been able to work out since the Administration’s estimates 
were transmitted to Congress. 

The committee has approved the carrying out of the Bonneville 
construction program of transmission facilities already approved by 
Congress and initiation of additional facilities to conform with the 
schedules under which new generating capacity is to be available. 

The budget request is based on a schedule of generation which will 
bring in an additional 1,300,000 kilowatts between December 1950 
and December 1954. 


Generation to be installed by December 1954 





; Down- 
Dates in —, December At site stream 
Project ones eo Racamnher peaking prime benefit 
—— , 1954 ©" | capability | power? from new 
- storage 3 
| Average Average 
Million Million | miilion | ‘million 
watts watts | watts watts 
Raise Bonneville Poo! : | a oe 
Additional 3 units at Grand Coulee Ap wil Septem- 324 360 | 
ber 1 051. j 
Hungry Horse eaten 5 Suateubs r 285 300 221 | 242 
1952-No- | 
vember 1953 
Albeni Falls ; August 1952 cidetoaianiets 92 
Detroit . ee June-Decem- 100 98 TO Aree tain’ 
ber 1953 | 
Big Cliff , December 1953 18 21 | Dri Se he has 
McNary Lat December 420 483 AF ha ok dain aatee 
1953-De- | 
cember 1954 | 
Lookout Point (Meridian July 1954 115 68 | 19 sta 
Dexter December 1954 15 16 pa neal 
Total Se eee a Sauna 1, 277 1, 346 | 743 334 


1 Name plate rating. 

? Prime power is average over storage drawdown season. 

* Storage benefit from the Hungry Horse and Albeni Falls projects is effective over the 1954-55 storage 
drawdown season at downstream plants as follows: 


Bonneville ____- pat ee oe pitt i chair he ‘ _. & average million watts 
Grand Coulee._.._..._..- Peas ta ‘ 284 average million watts 
MR gheccnscceea : a ae ea het sn te as _..... 334 average million watt 


RESTORATION REQUESTED 


Our studies show that by accepting some risks we can carry forward 
the Administration’s program on the basis of the $2,000,000 reduction 
prescribed by the committee. However, we must appeal the addi- 
tional $5,500,000 reduction contained in the final House bill if we are 
to maintain the required construction schedule. 

In the House debate in the amendment, there was no indication of a 
basis on which to take this cut, and furthermore, there is no indication 
of a slow-down in generation schedules by the House. ‘There has been 
no questioning of the fact that power load growth in the Northwest 
is outstripping generation under present schedules. 


EFFECT OF HOUSE ACTION 


After a thorough review of all the facilities in the 1952 estimate, both 
new and under construction, we find it impossible to apply a cut of 
issize without seriously affecting our ability to transmit power in an 
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amount to meet the minimum needs of the Pacific Northwest and the 
eneration schedule as indicated above. The results of the final 
House action would be felt in several major respects. 

1. Service to the area would be rendered only on the basis of an 
extreme emergency. Low voltages would prevail throughout the area 
and the entire Northwest, and long and frequent system-wide outages 
could be expected. 

2. Some customers would be limited in the amount of power de- 
livered at existing connections and others would be deprived of needed 
new points of delivery. These problems will be accentuated because 
there will not be enough reserve capacity in the transmission system to 
permit rerouting power flows. 

3. There w ould be a financial loss to the Government by reason of 
(a) partly completed facilities lying idle until funds become available 
to complete the work; (6) uneconomical loading of transmission lines 
resulting in high losses which would reduce salable power, and (c) 
shortened life and failure of apparatus from operation under emergency 
overload conditions. 

Recent developments that could not be contemplated in our 1952 
budget presentation will intensify the foregoing effects. Notable in 
this respect are two new hydroelectric projects: 

(1) The Cabinet Gorge power plant of the Washington Water Power 
Co. located in northern Idaho, and 

(2) Additions to the Rock Island plant by the Chelan County 
public utility district. 

The Cabinet Gorge plant will deliver its output into the Spokane 
area, thereby increasing to the extent of 200,000 kilowatts the loading 
on the circuits to the west and south of Grand Coulee dam. At Rock 
Island, plans are under way for the installation of 120,000 kilowatts 
of additional firm power. Associated with this generation will be an 
aluminum plant requiring 170,000 kilowatts of power, 50,000 kilowatts 
of which will be supplied by the Administration on an interruptible 
basis. This creates an additional defense demand on the Adminis- 
tration’s transmission system. 


PASSENGER MOTOR VEHICLES 


The House also reduced the committee proposal for the purchase 
of new passenger vehicles, eliminating all additional vehicles for the 
Administration’s S passenger car fleet. “Our experience in recent years 
has indicated that the rapid addition of new transmission facilities 
which we are experiencing, and the extension of the Administration’s 
operating area, have resulted in a considerable strain upon the Ad- 
ministration’s passenger-car facilities. These cars are needed to trans- 
port Administration employees to points on the Administration’s 
system on short notice. 


JENSEN AMENDMENT 


An additional action on the floor of the House of Representatives 
was taken to eliminate the possibilities of filling positions vacated 
during fiscal year 1952, except for 25 percent of such vacancies. This 
provision will make our job particularly difficult in the Administra- 
tion, since such a large portion of our employees are engaged in the 
direct operation of transmission facilities which are Sean 


ying critical 
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civilian and defense needs. Our experience in employee turn-over 
during the past year indicates a turn-over figure of approximately 30 
percent. If the inhibition against filling vacancies is to be applied to 
the Administration, this will result in a loss of 22% percent o° the 
Administration’s total employees, with the result that the prosecution 
of our construction program and the operating and maintenance 
program would be seriously impaired. I might also point out in this 
connection that a large number of employees have left the Adminis- 
tration and have been called into the Armed Forces. Many of these 
employees have been highly skilled engineers whose loss to the Ad- 
ministration’s program has been serious. To prohibit the Administra- 
tion from filling positions in these highly technical fields, such as 
communications and design, will seriously affect our ability to meet 
some of the most difficult technical problems confronting us. 


PROGRAM TO OVERCOME POWER SHORTAGE IN PACIFIC NORTHWEST 


This committee is well aware of the problems we face on power 
supply in the Pacific Northwest. I would, however, like to mention 
briefly some of the things being done in the region to meet the imme- 
diate problem. 

I have already indicated the scheduled Federal generation between 
now and December 1954 and mentioned two of the plants which are 
under construction by the Washington Water Power Co. and the 
Chelan County public utility district. There are additional facilities, 
both non-Federal and Federal, which are being planned jointly by all 
power agencies, public and private, in an effort to overcome the 
Pacific Northwest power shortage and to make as much contribution 
as possible to the defense production program. 

The generating additions at the Rock Island and Cabinet Gorge 
hydroelectric projects are now definitely in progress for completion by 
1952 and 1953. 

The Yale project of the Pacific Power & Light Co. has been certified 
as a defense project and licensed by the Federal Power Commission to 
add approximately 50,000 kilowatts of prime power to the region by 
1952 or 1953. 

The Box Canyon project of the Pend Oreille County public utility 
district has been certified as a defense project and has a preliminary 
permit from the Federal Power Commission with a view to adding 
another 50,000 kilowatts of prime power for 1953. 

The Oregon-California interconnection has been certified as a defense 
project and has been proposed by the Bureau of Reclamation in its 
1952 construction program. Completion of this intertie would add 
100,000 kilowatts of firm power in the Pacific Northwest. This power 
would be particularly important to the area since it would become 
available during the period when defense loads are increasing rapidly 
and the region is in urgent need of additional firm power supplies to 
assure adequate service to the entire area and maximum defense 
production. 

We are also studying other measures to improve power supply in 
the region. These include the installation of steam plants at strategic 
points in the Federal system, further interconnection with adjacent 
power systems, raising of the pool at Bonneville Dam and appraisal of 
other possible additions to generating capacity which might be installed 
by non-Federal agencies within the next 2 to 3 years. 
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By these measures, the contribution of BPA and the region to the 
defense program will be increased rapidly, Longer range plans to 
initiate construction on Ice Harbor, The Dalles, and Hells Canyon 
dams are being presented to Congress. These dams are scheduled to 
provide power beginning i in 1955 and 1956. There ‘fore, together with 
the additional generators to be installed at McNary Dam and Chief 
Joseph Dam duri ing 1955 and subsequent years, the long-range outlook 
for power in the region will be considerably improved if. appropriations 
are made available consistent with the fastest possible construction 
schedule. 

Senator HaypEN. You mentioned a schedule of generation for 
increased election power between 1950 and 1954. Will the reduction 
of $2 million which you have accepted delay the schedule that you 
originally had? 

Mr. Raver. No, sir; not seriously. 

We have made some adjustments in our plan to take care of that 
$2 million. 

We have also had some savings in costs on some of our construction 
problems, 

Senator Haypen. We do not know how long we are going to be in 
that state of cold war. It may bealongtime. If we are, we are going 
to be under a great burden of expense for national defense. That 
expense can be borne by just what resources the country now has, or 
it can also be helped to be carried by expansion of development of 
our resources. 

I would feel that if it was essential, therefore, to keep pace with the 
ability of the people to earn and pay the money to carry on this job, 
that additional investment be made from time to time in the develop- 
ment of our natural resources that would be justified under the cir- 
cumstances when money is so badly needed for national defense. 

If, on the other hand, you can carry on your program in an orderly 
way, in regard to the increase in the power development and the use 
of our natural resources keeps pace with the defense demands, then 
we should not spend money 


AMOUNT FOR PURCHASE OF MATERIALS 


Senator Youna. Mr. Chairman, of this $69,500,000, how much is 
to be spent to purchase materials? 

Mr. Raver. It would be somewhere between $20 million and $25 
million on the basis of the way these figures are broken down. 

Senator Young. Do you anticipate any roll-back in prices as a result 
of the price control program? 

Mr. Raver. We have not anticipated any. We have not made any 
estimates for this work on the basis of any roll-back. 

Senator Youna. It seems to me the whole plea of Mr. Wilson on 
down the line is that it would save on our budgets by reducing the 
costs and stopping this inflation. 

If the only roll-backs are going to come in the few agricultural com- 
modities, then I think we might as well abolish the whole act. 

It seems to me somewhere in these budgets there ought to be some 
proposed cuts as the result of roll-back in prices. 

Mr. Raver. Our costs have not been inflated to the same extent 
I understand inflation is going on in the things that I have to buy. 
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We have been able to offset some of the inflationary aspects of price 
rises by engineering advances in the art. We have set the effect of 
price increases back considerably. It is demonstrated very clearly in 
our costs and income set-up. 


COST OF POWER TO CONSUMER 


We at not changed our rates basically since we started operation 
in 1939. We are still selling power at $17.50 per kilowatt-year. 

Wages have more than doubled in that period. 

The cost of equipment has doubled. 

Yet the cost per kilowatt of capacity has not doubled. The oper- 
ating costs have not doubled. It has been due to some changes in 
engineering design and changes in operating methods which have held 
our costs down as indicated ‘by the fact that our net income this year 
will be three million dollars higher than it was last year. 

Senator Young. Your net earnings would still be higher in propor- 
tion if your costs could be held down on the things you have to buy? 

Mr. R AVER. There is no question about that, but we have not 
raised our price for power despite increased costs of material and labor. 

As a selling agent our price is just the same for our commodity now 
as it was when we started and we are still adding net income to our 
accumulated surplus. 

Senator Youna. It seems to me that I saw a statement to the effect 
that you anticipate sometime in the next 2 or 3 years you will have 
to raise your rates, 

Mr. Raver. I think that is right. You would never get that from 
an analysis of what has been going on up to date, however. 

It is only in anticipation of new dams coming into this picture with 
a very large amount of power in those dams at a higher cost that we 
will be unable to overcome that higher cost by mixing it in with our 
present lower cost investment. 


ANTICIPATED RATE ADJUSTMENT DUE TO RISING COST OF EQUIPMENT 


We will have to have some rate adjustment in order to cover the 
higher cost of this equipment coming in. 

The effect of this price increase is going to hit us later on, but it has 
not hit us vet. 

Senator Youna. Do you figure there has been an increase in this 
$28 million you mentioned? 

Mr. Raver. I would have to check into that, but my impression 
in looking at the contracts is that probably 10 percent would cover it 
in the past year. 

Senator Youna. That is since Korea? 

Mr. a AVER. I would say we have had about a 15 or 20 percent price 
increase all told, which is pretty serious. 

Sens he Youna. You mean since Pearl Harbor? 

Mr. Raver. All told in the past 2 years. 

Senator Youna. I think we ought to get some information from 
the men who are running the stabilization program to find out how 
much they propose to roll back the price of materials that make up a 
large part of the budget for the Army, the Navy, and other branches 
of the Government. 
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Senator Haypren. Up to now I have heard nothing. 

On the other hand they appear before the committees of Congress 
and say “‘We have just lost, by reason of these prices being increased, 
billions of dollars.’ 

What is being done about rolling them back, I have not heard. 
Last night we passed, on the floor, an amendment previously adopted 
by the House, to add some 9% million dollars to the cost of the radio 
facilities used by the Voice of America because of the increased cost in 
manufacture. 

Senator Younae. What is the price stabilization program doing? 

Senator Corvon. Mr. Chairman, I have just been reading the 
record with respect to the action of the House in making this reduction. 

If I understand, Doctor, it was a general reduction of the over-all 
figure of $67,500,000, and there was no indication on the part of the 
mover of the motion as to where the cut should apply, nor does the 
record disclose any discussion in that field, except the one item, 


AMOUNT REQUESTED FOR TRAVEL 


Mr. Ford was the sponsor of the motion and he called attention to 
the item of $1,482,746 for travel. He seemed to think that was rather 
an exorbitant amount to be charged to that particular item. 

Will you explain to the committee that item? 

Mr. Raver. Yes, sir. 

May I say, first of all, Senator, that is primarily construction 
travel, per diem, and the use of equipment in the field on construction 
jobs. It does include per diem when our men are away from their 
home stations. 


EXTENT OF TRANSMISSION LINES OF BONNEVILLE SYSTEM 


Senator Corpon. In order that we may have a better picture with 
respect to the item, because I can fully realize to one who is not 
familiar with the far-flung area of transmission the great number of 
miles of lines the figure might appear fantastic. 

Will you tell the committee how many miles of transmission lines 
are in the Bonneville system? 

Mr. Raver. There are over 4,000 miles of line at the present time. 

Senator Corpon. Who maintains the line? Who rides herd, as we 
say in the West, on all those miles of transmission lines? 

Mr. Raver. We have an operating force at Bonneville which has 
nothing else to do except that. 

Senator Corpon. This travel does or does not include the mileage 
of the maintenance crews on this transmission system? 

Mr. Raver. It includes all that. 

Senator Corpon. Has the administration located its maintenance 
crews over this area so as to minimize the transportation factor? 

Mr. Raver. We have, I think, made some progress in saving costs 
in that area by careful studies of proper location of maintenance and 
operating crews throughout the area. 

Senator Corvon. You do not send maintenance men out from your 
headquarters, for instance, to take care of a line running through 
Idaho to Hungry Horse or down into Oregoa, or over into eastern 
Washington, do you? 
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Mr. Raver. No, sir. We have our system set up on the basis of 
minimizing that travel. 

Senator Corpon. I would like to have you put into the record a 
statement indicating just how you set up that maintenance or ganiza- 
tion, whether you have them at strategic points to minimize travel 
costs, increased efficienc y of the men for their working hours, or just 
what youdo. I think it is important that the record should show that. 

Take any given segment of the system on that. 

Mr. Raver. I will be glad to do that. 

(Information reque sted, subsequently furnished, is as follows:) 


BONNEVILLE PowrER ADMINISTRATION 
SYSTEM MAINTENANCE ORGANIZATION 


The maintenance activity has been organized on a subregional or area basis 
with major supervisory headqu: arters at Vancouver, Seattle, and Spokane, Wash. 
The maintenance supervisors who have been place ed at the head at each of the 
area maintenance organizations are fully responsible for carrying out maintenance 
activities within their assigned areas. The travel distance within these areas 
makes it possible for the supervisors to reach any point in the area of their respon- 
sibility and to return to home stations within a day, thus eliminating the need of 
paying per diem. There are three exceptions to this plan of Operation. One is 
in the Walla Walla district and the second is in the Montana district, both of which 
are supervised by the Spokane office. The third is in the Coos Bay area, which 
is supervised by the Vancouver headquarters. All three of these exceptions result 
from the fact that the Administration’s facilities are relatively few to date and 
therefore do not warrant full-time area supervision. As the transmission facilities 
of the Administration are extended or the number of facilities increased in southern 
Oregon and in eastern Washington and Montana, it may be necessary to establish 
additional area headquarters in order to obtain the economies of supervision and 
the required amount of supervisory coverage of working crews so that efficiencies 
to be derived from close supervis ion can be achieved. 

Within the supervisory areas, substation crews are located on two bases. One 
consideration is the amount of territory which will enable a crew to cover a maxi- 
mum number of substations on a preventative maintenance basis. For example 
it recently was determined to transfer the crew formerly located at Walla Walla 
to Kennewick, Wash. The reason for this move is the fact that additional sub- 
station facilities to serve Franklin and Benton Counties, which are among the 
fastest-growing parts of the Pacific Northwest, have been constructed within 
recent years, with the result that a major portion of the workload in that area 
has shifted north and eastward making it possible to cover more substation equip- 
ment in a shorter period of travel time from Kennewick. Another major factor 
in locating substation maintenance crews is the fact that major substations, such 
as Ross, Olympia, Covington, Columbia, Salem, and Spokane have the most 
important and largest installations of substation equipment in their particular 
area and require a major portion of the maintenance crews’ time. These stations 
are not only important from a service standpoint, but also consume a major portion 
of a crew’s time, thereby eliminating need for travel or per diem. 

Line maintenance crews are located at strategic points on the transmission 
system so that they will cover from an emergency standpoint the major strategic 
lines, as well as being in a position to handle maintenance on auxiliary facilities. 
For the most part, two-man crews are located at major sectionalizing switching 
points in order that outages may be isolated in the shortest possible time. 
They also perform normal system maintenance which does not involve a larger 
crew. Larger five- and seven-man crews are located at focal points, usually 
where several major lines converge, such as Ross, Coulee, Covington, Spokane, 
Salem, and Eugene. These crews are used for major maintenance work in han- 
dling hot line work or may be broken up on a temporary basis to perform minor 
maintenance activities in the area where they are stationed. Costs of travel 
and per diem have also been greatly reduced by the use of helicopters for periodic 
line patrols both for routine and emergency work. By this means the time in 
travel has been reduced. 

In the location of both line and substation crews the relationship of the Ad- 
ministration system to major trunk highways is considered in order to take full 
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advantage of the accessibility of these highways to the Administration system 
and to the speed with which these highways permit emergency maintenance 
situations to be handled. 

Radio equipment supplied to maintenance crews enables the power dispatchers 
and the supervisors to reach these men and dispatch them to critical points with 
the least loss of time and travel costs. 

In summary, the major motives of the Administration in the organization of its 
maintepance crews are to obtain the fullest possible ermergency coverage by means 
of establishing certain locations, reducing costs on normal preventive maintenance 
to a minimum, and reducing periods of outages so as to prevent serious loss in 
revenues and in essential services to its customers. 

Senator Corpvon. I understand the operation of traveling, but it is 
important. 

Mr. Raver. It is about $227,000 for operation and maintenance. 

Senator Haypen. What is the remainder of the item made up of? 

Mr. Raver. The remainder is construction travel, $1,482,746. 

Senator Haypen. Those are the only two items involved, either 
maintenance or construction? 

Mr. Raver. That is right. We have more work away from our 
home stations on transmission lines than the Bureau or the Army 
would have in building a dam because they are located at a definite 
spot; whereas, we are operating a system that extends over an ex- 
tensive are: 

Senator Corvon. Do you locate a maintenance crew in Eugene, 
Oreg., to serve that area? 

Mr. Raver. Yes; we do. We have maintenance crews located at 
a number of strategic points with respect to where the transmission 
system and main parts of it are located. 

Senator Corpon. With respect to the larger item which is the 
balance for construction travel, explain that for the record, please. 
Do you mean by construction travel that this includes travel of your 
employees who are supervising construction, or does it represent local 
travel of those doing construction? 

Mr. Raver. It is both. We do a certain amount of construction 
work of our own. That involves travel of our own employees. 

We also have to supervise all construction activities, whether they 
are done by our own people or by private contractors. 

We have under way at the present time the largest construction 
program in the history of our operation in terms of numbers of jobs at 
different parts of the region that are going on constantly, That is 
where this travel comes in. 

Senator Haypen. In the item “Travel,” have you the cost of 
automobiles and the maintenance of automobiles? 

Mr. Raver. It does include that. We have an automobile pool. 
The maintenance of the cars in that pool is included in that cost. 

Senator Corpon. I note vou stated you had the largest construction 
program now in progress in the history of the Administration, and 
more jobs scattered out geographically over your system, yet vou have 
been able to reduce your travel estimates better than $100,000 of 
your estimate of 1951. 

Mr. Raver. That will vary with the locations of these jobs, but 
part of it is due to a reorganization of our operation and maintenance 
locations and construction forces, which has been going on for a 
couple of years, and we are beginning to get some results from that, 
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TOTAL EMPLOYEES 


Senator Corpon. The only other item mentioned in the House 
hearings where this reduction was made on the floor is a reference to 
the number of employees. This is a statement that appears in Mr. 
Ford’s justification of his amendment on page 4413 of the House rec- 
ord, on April 24: 

The budget request for this item would provide 2,227 employees for the agency 
at an average salary of $4,026. 

In the current year 2,196 employees are provided for this agency, and in 1950 
only an average of 1,605 were employed for the agency. 

I cannot vouch for the accuracy of those figures. That is what 
appears in the quotation. 

Would you comment on that? 

Mr. Raver. The figures I think are probably accurate. The 2,227 
is a construction figure, average number of employees. Our total 
working strength as of March 31, 1951, is 2,975. 

The figure that you give there does not include our operation and 
maintenance forces which would add 887 to that total. 

Senator Corpon. How does that compare to last year and the 
year before? 

Mr. Raver. The total working strength 1 year ago was 2,301 com- 
pared to 2,975 as of March 31, this year. So there is an increase of 
674 persons in the whole organization, both operation and mainte- 
nance and construction. 

Senator Corpon. What portion of that is attributable to construc- 
tion, and what portion operation and maintenance? 

Mr. Raver. Most of it is construction. May I break it down in 
more than one way? 

Senator Corpon. Yes. 

Mr. Raver. The total working strength as of that same date for 
our annual employees is 1,820. 

The total working strength of our hourly employees was 1,156. 

Most of the increase you will find comes in the hourly employees 
in the construction category. The increase on the annual employees 
comes primarily in the engineering design category in connection with 
the design work for a greatly expanded construction program. 

Senator Corpon. I had in mind the breakdown to indicate in what 

category lay the increase in personnel requested for 1952 as compared 
with 1951. 

You answered the major portion of it was in the construction field. 

Mr. Raver. The actual increase in the operation and maintenance 
field was 72 out of that total. 

Senator Corpon. I notice you have been looking at a schedule. 
That appears in the House hearings? 

Mr. Raver. Yes, sir. 

Senator Corpon. At what page? 

Mr. Raver. Pages 154 and 155. 

Senator Corpon. Then we can refer to that and I do not think 
that we need to go into this any further. 
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REDUCTION IN AMOUNT FOR SUPPLIES AND MATERIALS 


I have noticed, Doctor, that last year you had $10,000,000, in 
round numbers, for supplies and materials. Your estimate for this 
year is $8,601,988, or a reduction of substantially $1,500,000. 

That would indicate confirmation of your statement that your 
figures for the present estimate do not inc lude any increase by v irtue 
of increases in prices as a result of the emergency; is that correct? 

Mr. Raver. I think it probably does reflect or indicate that: ; yes 

Senator Corvon. For equipment, you have substantially the same 
for this year as last and for land and structures, I notice that you have 
an increase of substantially $5,600,000, or thereabouts. 

Will you please explain the reason for that increase? 


SUBSTATION INSTALLATION 


Mr. Raver. That is due to an increase in the amount of substation 
installation this year over last. 

Senator Corpon. The term “land’’ shown in “land and structures” 
represents a minor portion of that total figure, does it not? 

Mr. Raver. Yes, sir. 

Senator Corpon. What percentage would you estimate? Iam sure 
it is minor. 

Mr. Raver. Land I believe runs around 10 percent of our total. 

Senator Corpon. The major portion of that is represented in the 
new substations to be constructed or to progress in construction that 
is now going forward? 

Mr. Raver. That is right. 


TOTAL AMOUNTS REQUESTED AND OBLIGATED 


Senator Corpon. While your total request is $69,500,000, your total 
obligations for the year as requested were only $48,963,667, or an in- 
crease of about $3,000,000 over 1951. 

The increase in the request clearly does not reflect an increase in 
expenditures, but represents the necessity this year of making pay- 
ments on account of prior authorizations given by the Congress? 

Mr. Raver. Yes, sir; to pay for contract authorizations made last 
year. 

Senator CorDoN. With respect to the listed activities, whic h of the 
items numbered 1 to 25, under the heading ‘‘General, major, 230-kilo- 
volt grid,” which I understand means identification of the highest 
power transmission, represents the major basic, or, as it is sometimes 
termed, backbone transmission system of the Administration? 

Are there any in the list that are not in that category? 

Mr. Raver. About—not in the first 25. Iam just looking on down 
the list beyond that. The first group there are all in that category. 


LINES UNDER CONSTRUCTION 


Senator Corpon. Of that group, how many represent lines now 
under construction for which you are asking additional funds to 
continue construction. 

Mr. Raver. I would say all of them except No. 12, No. 16, No. 21 
and No. 24. 
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Senator Corpon. What about No. 2? 
Mr. Raver. Also No.2. That is a conductor change on an existing 
facility. 
QUESTION AS TO CONDUCTOR CHANGE 


Senator Corpon. I want an explanation with respect to the items. 
You say No. 2 is a conductor change. It is so indicated here. Just 
what is that and what is its necessity? 

Mr. Raver. Putting on a larger conductor in order to increase the 
capacity of the line instead of building another line. : 

The economics of it indicated that would be the practical thing to do. 

Senator Corpon. In other words, by this installation you have 
increased the capacity of existing facilities for service? 

Mr. Raver. That is right. 

Senator Corpon. A given facility can handle a greater volume of 
current by reason of this added conductor change? 

Mr. Raver. That is true. There was another reason that I should 
tell you about. 

The conductor on this particular facility had developed some 
crystallization that our engineers did not like anyway. They were 
glad to get rid of it. We needed a larger conductor and the two 
things went together. 

Senator Corpvon. In other words, crystallization not only interfered 
with efficiency of the installation, but would include a threat of 
ultimate serious trouble? 

Mr. Raver. It included the threat of failure or breakage. 

Senator ELLENDER. Does it mean you could use the same size wire 
and transmit more electricity? 

Mr. Raver. There is an increase in the size of the wire. This new 
conductor will be 800,000 circular mil as compared with the old con- 
ductor which is 500,000 circular mil. 

Senator ELLENpDER. I thought you were using the same wire. 

Mr. Raver. We use the same structures, the same insulators, but 
we have larger wire. 


AVAILABILITY OF ELECTRICITY FOR ALUMINUM FACILITY 


Senator ELLENDER. Senator, did you find out what the entire cost 
of this project would be to make this electricity available for this 
aluminum facility? The $3,672,000? 

Senator Corpon. That is the total cost to the Government to make 
it available and it includes, according to the statements to the com- 
mittee, not only the cost to handle it at the present time, but to 
handle it after the Bonneville Administration takes over the whole 
obligation of supplying the facility, and includes the cost of the 
facility in the area for normal growth and present need. 

[ also made inquiry with respect to the time when the total cost 
would be amortized from receipts accruing to the Government from 
its use. 

The doctor is going to supply information on that. 

Senator ELLENDER. I know that the cry from all over the Govern- 
ment is for more power. I presume the same thing prevails at 
Bonneville. 


———SSLa_Q_______ 
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AVAILABILITY OF POWER FROM M’NARY DAM 


Senator Corpon. The next item the doctor has identified as not 
being existing construction for which they were requesting an appro- 
priation, is No. 12, the McNary-Big Eddy-Ross line. 

Will you explain that, please? 

Mr. Raver. May I use the map? 

Senator ELLENDER. Yes. 

Mr. Raver. The McNary-Big Eddy-Ross line is the one shown 
in red from MeNary Dam to a point just below The Dalles, Oreg., 
called Big Eddy, which is one of the main switching stations in our 
basic grid system, and across the river running into the J. D. Ross 
substation at Vancouver, Wash. 

This will be one of the main 2: 30,000-volt transmission facilities to 
get power from the McNary Dam into the Portland area, which is 
one of the severe shortage areas. 

Senator Corpon. When will McNary Dam first deliver power into 
the Bonneville system? 

Mr. Raver. In December 1953. The generating schedule on that 
is in my opening statement. McNary is December 1953, and by 
December 1954 will add 420,000 kilowatts of name-plate rating gen- 
erating capacity which will be worth 483,000 kilowatts for peaking 
purposes in December and will be worth 415,000 kilowatts of firm 
year-round power. 

Senator Corpvon. In that instance the prime power is almost 
equivalent to the name plate or capacity of the generators installed? 

Mr. Raver. That is nght. 

Senator Corpon. That is new construction that is now well along 
and will be completed and the generators will begin to be installed 
in 1953? 

Mr. Raver. That is right. 

Senator Corpon. This particular line represents one of the major 
basic backbone transmission lines in the new source of power to one 
of the major load centers; is that right? 

Mr. Raver. That is correct. 

Senator Haypen. If | remember correctly, this installation of power 
is being undertaken by the Corps of Engineers. 

Mr. Raver. Yes; the dam is being built by them. 

Senator Haypen. Do they install the generators? 

Mr. Raver. Yes, sir. 

Senator Haypen. Your connection is after the power is generated. 
Then you transmit it and provide those facilities? 

Mr. Raver. Yes, sir. Our job is to time our transmission into the 
load centers so that when the generators come on the line that are put 
in by the other agencies, we will have a place to sell it. 

Senator Haypren. While I am looking at that map I notice the 


green loop that comes down into southern Oregon and California. 


Has that been constructed? 

Mr. Raver. This line from Big Eddy south is partly built by the 
Pacific Power & Light Co. as far as Madras under an arrangement 
that when we complete this line here we can buy and take that line 
from them and operate it as a single system. 

They constructed it for 230,000-volt ultimate operation even though 
they only need it for 66,000-volt operation themselves, so that we could 
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use it as a part of our 230,000-volt system south to Klamath Falls. 

This will save the company money and will not increase our costs. 
The line has been surveyed. Materials have been ordered. We 

are trying to get the line in operation as far south as Redmond, which 

is a severe shortage area, by the fall of 1952, and complete it to 

Klamath Falls by the fall of 1953. 


POWER DEMAND AT KLAMATH FALLS 


Senator Haypren. How is the demand for power there at Klamath 
Falls? 

Mr. Raver. There is a demand for power at Klamath Falls. 

Senator Haypen. Are both of those lines east of the mountain 
range, or one east and one west? 

Mr. Raver. One is east and one west. 

Senator HaypEen. Eastern Oregon gets some service from the line. 
It is so near to California have you made any arrangements for any 
exchange of power with the Reclamation Service from Shasta Dam? 

Mr. Raver. We have made some arrangements, but so far they 
are not going into effect, unless the Bureau of Reclamation is able to 
build a connection at Klamath Falls. 

Senator HaypENn. There was a proposal for a tie line? 

Mr. Raver. Yes, sir. 

Senator Hayprn. Was the idea simply that surplus power from one 
area could be transferred to the other? 

Mr. Raver. That is right. 

The idea was that during the midnight hours to 6 o’clock in the 
morning, and week ends, holidays, and certain seasons of the year, we 
not only have generating capacity in those hours, at those times, but 
we have water at those hours and times which otherwise runs to waste. 

We also have capacity in our transmission system in those same 
hours and same time. If we can find a market for that kind of power 
in terms of utility company operations, it is a very profitable business. 
There is a market for that kind of power in California for displacing 
steam. Steam plants that would operate in those hours, regardless, 
could be shut down or curtailed and oil saved by that kind of operation. 

The reverse is also true, that there are times when there is surplus 
steam capacity there, that the plants are idle, perhaps spinning but 
not actually turning out energy. 

With very little incremental cost they could turn out some steam 
energy and give it to us if we want it. We could close up generators at 
our dams, hold back our water for storage purposes as we would do if 
we were running into a dry water season in the fall, and that line would 
be worth 100,000 kilowatts of additional firm power which could be 
sold for defense industry of 100,000 kilowatt capacity in the North- 
west simply by having the assurance that if you had to do it, you 
could get enough steam power back to hold our reservoirs and supple- 
ment our hydropower. 

In other words, get the steam power under those conditions for 
holding reservoirs and supplementing our hydro during the winter 
season and to that extent have another 100,000 kilowatts of year- 
round power which would otherwise be interruptible. 

Senator Haypen. I have heard that kind of exchange was between 
the Tennessee Valley Authority and the utilities on the east side of the 
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mountain. The report was made that it was highly advantageous 
to both parties. 

Would that be your judgment about a situation of that kind, Mr. 
Raver? 

Mr. Raver. Yes; it is basically nothing new. The electrical in- 
dustry is doing that kind of thing all of the time. 

Senator Haypen. If there is steam generated power in California, 
I cannot quite understand where Reclamation comes into the picture 
because they have nothing but hydropower. 

Mr. Raver. If we tied it in with the Shasta Dam—that dam is tied 
in by the Pacific Gas & Electric Co. with their own system—you 
would be able to do a certain amount of firming up at Shasta Dam 
as well as saving oil costs. 

I believe out of the total power that we could export, from two to 
six hundred million kilowatt-hours a year over that facility, depending 
on water conditions, we would save about 1,000,000 barrels of oil per 
year and add approximately $1,000,000 annually to the Treasury of 
the Government. 

Senator HaypE N. Actually the Pacific Gas Co. would be the 
generating agency? 

Mr. Raver. That is correct. 

Senator Haypgen. They would be paid in kind as you worked it out? 

Mr. Raver. That would be an arrangement between the Bureau 
of Reclamation and them. Our arrangement would be between the 
Bureau of Reclamation and ourselves. 

Senator Corpvon. How large a transmission line would you put in 
there? What capacity? 

Mr. Raver. Two hundred and thirty thousand volts with wood 
pole construction. 

Senator Corpvon. Is there not an interconnection through there 
now between the Pacific Gas & Electric Co. and the California 
Power Co.? 

Mr. Raver. Yes; they have an interconnection between them- 
selves now. 

Senator Corpon. Is that usable for that purpose? 

Mr. Raver. No. 

Senator Corvon. Why? 

Mr. Raver. It is too weak a link. 

Senator Corpon. What is its capacity? 

Mr. Maruert. Sixty thousand kilowatts. It is too weak a link to 
operate the large California system in parallel with the northwest 
power pool. ‘They now have to operate separately. 

Senator Corpvon. Is that item in your appropriation, to build that 
interconnection? 

Mr. Raver. No, sir. That is in the appropriation request of the 
Bureau of Reclamation. 

Senator HaypeEn. I understood it had been denied by the House. 

Senator Corpvon. It is denied twice by the House and the money 
spent despite it, apparently. The House seemed very critical and 
rather caustic about it and seemingly with reason. 

The MeNary-Big Eddy-Ross line I think you have covered. It is 
essential in order to get the use of the new generation which will come 
in from the McNary Dam in 1953; is that correct? 
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Mr. Raver. That is correct, 1954 really. You will notice there is 
only $150,000 this vear. We have some lines under construction there 
now to take care of the 1953 generation. 
We are also getting ready at this time for generation for McNary 
in 1954. 
DETROIT-CHEMAWA LINE 


Senator Corpon. The next one is No. 16, which is Detroit-Chemawa. 
Please explain that. 

Mr. Raver. That line is an extension of the same 230-kilovolt grid 
for bringing power from MeNary Dam, and also the Detroit Dam, 
into the Willamette Valley area and into the Portland area 

This red line located here on the map indicates the location of the 
line. This is the Detroit Dam under construction by the Army 
engineers at the present time. 

The first generation comes in 1953. 

Senator Corpon. That is a flood control structure with a power 
installation? 

Mr. Raver. That is correct. 

You will notice there is also under construction as a part of this 
program a 230,000-volt line shown in green, coming from McNary 
Dam to Maupe n and into the Detroit Dam and from there into our 
Albany substation. 

There there is the 230-kilovolt line from Maupin into Detroit which 
will tie in at Maupen with a line from Big Eddy to Klamath Falls 
which, in turn, will tie in back to McNary and also to Grand Coulee 
Dam. 

Senator Corpon. That is the sort of a tie-in that creates more power 
than the sum total that is generated at the several individual plants? 

Mr. Raver. Yes, sir. That is one of the purposes of the grid. The 
other is to get more reliable service by having more than one route. 

This Detroit-Chamawa extension will thus give us two circuits from 
McNary Dam, one going into Albany by way of Detroit Dam, and one 
going into Chemawa which is farther north and really supports the 
southern end of the Portland area load. 

Senator Corpon. That takes care of the load around the capital 
city of Salem? 

Mr. Raver. Yes. 

It also takes power from the Detroit Dam, so there is a segment of 
this program under construction that ties in with the J. P. Alvey sub- 
station at Eugene, which will be the first part of it to be energized. 

There is a serious power shortage in that area. 

Senator Haypen. How do you get more net power out of a grid 
than you put into it? I do not understand that 

Mr. Raver. We do it by getting the advantage of diversity in 
water flows in different watersheds, diversity in flows in different 
areas, diversity in time, for example, between the mountain region 
and the coastal region, which is an hour’s difference in time, which 
gives you some dive sity between load and resources. By having a 
grid tying all of these generating sources with their different water 
conditions together with load conditions which are different, you are 
able to get a ‘better utilization of your power than you would if you 
have a separate generating facility isolated for every one of your loads. 

Senator Haypen. I can understand that, but I did not see how you 
could get out net more than you put in. 
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Mr. Raver. You actually do. That is a basic economic factor in 
integration of generating plants by transmission. 
Senator Haypen. | can understand utilization. 


COOS BAY AREA 


Senator Corpon. The next item, Doctor, is No. 21, which is the 
Coos Bay area. Will you locate that on the map and explain what 
the necessity for it is? 

Mr. Raver. | am looking for another part of that. The southwest 
Oregon loop is just above it, item No. 20, and should be explained in 
connection with that. 

One of the problems over in this Coos Bay area, is that it is an 
awfully long way from our existing generating facilities and as fast 
as new generating facilities come in we are trying to get our system 
in shape so the power will flow in there from the nearest source of 
supply. 

Of course, at Roseburg, the California-Oregon Power Co. is getting 
its generation, new generation of its own, in shape to pour into the 
Roseburg area and relieve that situation. 

We are trying to take care of the situation on the other side of their 
system by getting this line in so that Roseburg will be relieved if we 
can link this part of the loop from Eugene to Roseburg with the 
230,000-volt facility and over the Coos Bay with the 230,000-volt 
facility. 

When that is completed we will have the best power service that we 
have ever had on the coastal area with power flowing in there from the 
nearest generating source of supply. 

There is existing here now from Eugene to the south to Roseburg 
and from Roseburg over to Coos Bay a 115,000-volt transmission 
facility owned by the California-Oregon Power Co. This facility is 
old and will have to be rehabilitated in due course of time. It should 
be done rather soon. 

In conversations with the company we have discussed taking over 
this existing 115,000-volt facility and using that right away to put 
in a 230,000-volt facility on the same right-of-way that will increase 
the carrying capacity on that right-of-way about four times to the 
advantage of their customers throughout that area. We have not 
vet fully decided whether it is better to replace the existing 115- 
kilovolt line with a 230-kilovolt line or to build the 230-kilovolt line 
along side of it. 

Senator ELLENDER. Have you a dam over here at Klamath Falls? 

Mr. Raver. No, si 

Senator iaenieeai So that you bring electricity to that point 
from which facility? 

Mr. Raver. From MeNary Dam. 

Senator ELLeENpER. What is that distance? 

Mr. Ravur. It is 250 miles. 

Senator ELLeENpDerR. Then you take it toward the coast and then 
up into the area above it, but you have no dams there, either, do you? 

Mr. Raver. No. We would tie in with facilities of other utility 
companies. We tie in our system with the system of the existing 
private companies. 

Senator ELLeNpER. Under a wheeling contact? 
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Mr. Raver. To some extent, but it is primarily this idea of inte- 
grating our system so as to get more power out of the existing genera- 
ting facilities of the companies as well as our own. 

Senator ELLENDER. You mean more use for it? 

Mr. Raver. That is right. 

In other words, we conserve them along the way down here. Our 
power would be used primarily at this (the north) end of the system 
and displace to that extent power they are now sending north from 
Klamath Falls. 

You might use it in Klamath Falls where it is needed. 

Then there is a possibility also that the California-Oregon Power 
Co. will build a very large new hydroelectric development of their 
own here on in the Klamath Falls area. If that is done our 23-kilovolt 
line to Klamath Falls can be used to integrate with these new genera- 
ting facilities and add about 100,000 kilowatts more power to the 
area than would otherwise exist. 

Those plans are coming along and the Defense Electric Power 
Administration I think will go along with it. 

Out of that kind of a set-up we would add to this region and to the 
Klamath Falls area not only the power supply that the California- 
Oregon Power Co. will put in there in the form of new generation, but 
our integration studies show we will add about 100,000 kilowatts in 
addition by integration alone. 


AVERAGE LIFE OF LINE 


Senator ELLeENpDER. What about the amortization of this? What 
is the average life of a line, let us say, from Klamath Falls northward? 

Mr. Raver. We figure these lines from 40 to 50 years. 

Senator ELLENpDER. Your charge is sufficient to cover all costs and 
carry everything back to the Government with interest? 

Mr. Raver. That is right. We have a set of percentages applying 
to different types of construction. This line, incidentally, has been 
changed in design to Klamath Falls. Our original plans were for steel, 
but the steel shortage has indicated we should build it with wood poles 
which will mean the annual cost on that line goes up because the life of 
the wood a is shorter than the steel ones. 

I think we figure about 35 years for the wood poles but the conductor 
would have the same life as that on a steel tower line. 

Senator ELLENDER. What interest did you pay back to the Govern- 
ment? 

Mr. Raver. Two and a half percent on all except Grand Coulee 
which is 3 percent by law. 

Senator Haypren. Doctor, the committee will now stand in recess 
until 2 o’clock this afternoon. 

(The committee reconvened at 2 p. m.) 


Senator HaypENn. The committee will be in order. You may pro- 
ceed, Mr. Raver. 
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EXTENSION OF LA GRANDE-BAKER, IDAHO 


Senator Corpon. The next item is the La Grande-Baker. 

Mr. Raver. That is an extension of a 230,000-volt line, item No. 3 
being the McNary-La Grande. 

As far as our present situation is concerned, it is a part of the inte- 
gration program. We can integrate the entire Bonneville grid system 
with the entire grid system and generating facilities of the Idaho 
Power Co. at Baker. We cannot bring about that integration at 
La Grande with the present facilities that exist between Baker and 
La Grande. There is an existing line there now owned by the Cali- 
fornia-Pacific Power Co. that, as I remember, is a 66,000-volt line 
and would have no integration benefits to speak of, tied in with our 
230,000-volt facilities. 

The facilities of the Idaho Power Co., however, have been greatly 
strengthened within the past 2 or 3 years all through this southern 
Idaho territory and they have quite a program of new generation 
facilities and installations of their own. 

The Federal Government also has a program of new installations, 
including the Black Canyon Dam, here, and facilities that are already 
in existence, such as Anderson Ranch and others. 

The Palisades Dam is a proposed dam that should be brought into 
production as rapidly as possible. Regardless of where that power 
flows, whether it flows into the Idaho power system or should eventu- 
ally be tied in directly with the Bonneville system, the integration 
can be brought about. 

The integration benefits at the present time are not high. They 
amount to somewhere between 8,000 and 12,000 kilowatts of ‘additional 
firm power by making that interconnection. When you are scraping 
the barrel for any additional power supplies, that is still important 
power for us but the integration benefits in the future as these other 
projects come in are very important. 

Senator Corpvon. How much money do you ask for that? 


AMOUNT REQUESTED 


Mr. Raver. We ask $54,000, which is primarily planning and engi- 
neering money for this year. 

Senator Corvon. The La Grande-Baker line is or is not in your 
view at the present time an authorized project? 


AUTHORIZATION PENDING 


Mr. Raver. It is not an authorized project until it is passed by 
this Congress, as I understand it. 

Senator Corpon. In other words, the small amount of money 
here while only applying to perhaps the beginning of planning, w ould 
nevertheless represent the authorization for the construction at some 
future time? 

Mr. Raver. That is correct. That would be the way we would 
interpret it. 
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Senator Corpon. That, I believe, completes the major 230,000- 
volt grid. 

There are some other minor items in the coastal area, and in south- 
west Oregon. Here and there, there are a few that are new in the 
Spokane area, central Washington, and eastern Oregon, a very few, 
but I would suggest the doctor furnish a short statement for the 
record with reference to each of those that represent new construc- 
tion. 

Mr. Raver. Very well, sir; we will do that. 

(The information requested is as follows:) 


BONNEVILLE PoWER ADMINISTRATION, 1952 FiscaL YEAR PROGRAM 
NEW CONSTRUCTION ITEMS 
Item I-2. Grand Coulee-Midway No. 2 conductor change, $1,143,000 
It is proposed to replace the existing 500,000 circular mil copper-equivalent 
conductor on Grand Coulee-Midway No. 2 line with a conductor equivalent to 
800,000 circular mils to increase the capacity of the circuit for transmission of 


power between Grand Coulee and Midway substation. It is planned for com- 
pletion by October 1952. 


Item I-12. MeNary-Big Eddy-J. D. Ross, $150,000 


This line will be a 230,000-volt facility to transmit McNary power to the general 
Portland area. The Big Eddy-J. D. Ross section will be constructed using 800,000 
circular mil copper-equivalent conductor and will be capable of operating at a 
voltage higher than 230,000 volts when it is necessary to make such a change in 
order to provide additional carrying capacity. It will be needed by the summer of 
1955 when McNary will have a total-installed capacity of 560,000 kilowatts. 
Planning funds only are requested in the 1952 fiscal-year program. 

Item I-16. Detroit-Chemawa, $1,529,000 


This facility consists of 47 miles of 230,000-volt transmission line and a sub- 
station at Chemawa. The facility is required to increase the transmission 
capability into the Salem area and to afford additional transformation capacity 
as the present 115-kilovolt facilities are not adequate to handle the load increase 
in this area. It is scheduled for completion by December 1954, at which time 
the load on the facility will be approximately 125,000 kilowatts. 


Item I-21. Coos Bay area service, $100,000 


The southwest Oregon coastal area is now served by a 115,000-volt transmission 
line from Eugene to Coos Bay, and an additional 115,000-volt line is under con- 
struction between Bandon and Gold Beach. These facilities are insufficient to 
provide for the needs of the coastal area, and it is therefore proposed to construct 
a 230,000-volt line from Roseburg to Coos Bay in order to provide the necessary 
transmission capacity into this area. It will also be necessary to complete the 
line from the J. P. Alvey substation to Roseburg, this latter section being a part 
of the southwest Oregon loop service which is already authorized. The line will 
initially be operated at 115,000 volts and converted to 230,000 volts when neces- 
sary. It is proposed for completion in November 1954, Planning funds only are 
requested in 1952. 


Item I-23e. Pendleton area service, $293,000 


This facility will be a 20,000 kilovolt-ampere substation to be known as the 
Roundup substation and a short tap line to connect it to the MeNary-La Grande 
line now under construction. This facility is needed to provide reliable service 
to both the Pendleton and Walla Walla areas since the present feed into Pendleton 
is from Walla Walla substation that is now overloaded. It is proposed for com- 
pletion by December 1953. 


Item I-24. La Grande-Baker, $54,000 


This line will be a 230,000-volt facilitv with a substation at Baker. It will be 
an extension of the MeNary-La Grande line and will provide for an interconnec- 
tion with the Idaho Power Co. at Baker in order to integrate the facilities of the 

Sonneville Power Administration with those of the Idaho Power Co. Benefits 





Chie seit Tiere anette 





gia: Pee i, BES ay Rie Re 


Bi SDS eS RE 








x 


PARLE OD 


ig par er ee 
SMe ese ES RN ce ae 


sg 





INTERIOR DEPARTMENT APPROPRIATIONS, 1952 91 


from this integration will range from 8,000 to 30,000 kilowatts. The line is pro- 
posed for completion in December 1954. The line will also provide for emergency 
back-up and interchange capacity between the two systems. 
Item IA-5b and d. Shelton-Bremerton No. 2, $460,000 

The Allyn-Kitsap line and Kitsap switching station were previously authorized. 
New facilities proposed in 1952 are Shelton substation additions and the Shelton- 
Allyn line. This entire facility is necessary to serve the Bremerton area, which 
includes service to the naval shipyard at Bremerton. Service to this area over the 
previously authorized facilities depends upon an interconnection with the city of 
Tacoma. This should be strengthened by extension of the facility to Shelton in 
order to provide sufficient transmission capacity. 
Item IB-15. Astoria substation additions, $150,000 

It is proposed to install an additional 12,000 kilovolt-ampere transformer 
bank in the existing Astoria substation in order to provide for the load require- 
ments of the Pacific Power & Light Co., the Tongue Point Naval Station, the 
Coast Guard facilities adjacent to Tongue Point, and the West Oregon Electrie 
Cooperative which will supply power to the Maritime Commission’s new mooring 
basin also adjacent to Tongue Point, in addition to its other load. It is planned 
for completion in July 1952. 


Item IC-10. Lebanon-Springfield, $283,000 


After completion of the 230-kilovolt Detroit-Albany line in 1953, this 115,000- 
volt facility will serve as back-up protection to the existing 115-kilovolt Albany- 
Eugene-Goshen line. It will also provide adequate 115-kilovolt tie capacity 
between the two points to allow more freedom of operation. It is scheduled 
for completion by November 1953. 
litem 1C-11. Middle Fork-Willamette River projects, $25,000 

These funds are requested in 1952 for planning of facilities to provide for trans- 
mission of power from the Lookout Point, Dexter, and Hills Creek projects to the 
J. P. Alvey substation. The line from the Hills Creek area to the Lookout Point 
area is presently under construction by the Lane County Electric Cooperative to 
serve its own loads in the Hills Creek area. By agreement with the Bonneville 
Power Administration, the line is being constructed for 115,000-volt operation 
instead of 69,000-volt operation in order to provide for capacity to be used by 
the Bonneville Power Administration when the Hills Creek plant comes into 
operation. 

One 115,000-volt circuit between Lookout Point and the J. P. Alvey substation 
is planned for completion by November 1953 to connect with the Lookout Point- 
Hills Creek line. Ultimately a second circuit and switching stations at Lookout 
Point, Dexter, and Hills Creek will be necessary when the power production 
facilities come into operation. 


Item IITC—-12. Columbia Basin service, $664,000 


ty 
It is proposed to construct a 150,000 kilovolt-ampere substation at Rocky Ford 
on the existing Grand Coulee-Midway line No. 1. This substation is needed to 


supply the Columbia-Ephrata- Moses Lake 115,000-volt line. It will also provide 
relief for the facilities at Midway and Columbia. Present loadings in the Colum- 
bia service area are in the order of 35,000 kilowatts and will be in excess of 100,000 
kilowatts by 1954. The substation is proposed for energization by November 
1954. 


Item ITC—28a to c. Franklin County, $220,000 


This facility will consist of a 15-mile, 115,000-volt line between Benton and 
Scooteray, with a terminal at Benton and a 6,000 kilovolt-ampere substation at 
Seootenay. This facility will provide power for irrigation pumping and to 
United States Bureau of Reclamation contractors working in that area. It will 
also provide for service to settlers in this area on land reclaimed by the Columbia 
Basin project. Estimated loads are 1,830 kilowatts in 1952 and 4,765 kilowatts 
in 1953. The facility is planned for energization in November 1952. 


Item IIC—-27. Tygh Valley substation, $62,000 


This facility is a proposed 3,000 kilovolt-ampere substation to be connected to 
the Pacific Power & Light Co.’s 66-kilovolt transmission line in the vicinity of 
Tygh Valley. It will serve the Wasco Electric Cooperative, and is scheduled for 
energization in September 1952. 
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Item IV-—2, b, c, d, and f. Communication facilities, $728,000 


These items are additions to communication facilities for hydrologic reporting, 
telemetering, supervisory control, and other communication requirements. These 
items are additions to communication facilities previously authorized, and are 
necessary for system protection and for efficient and economical operation of the 
power sy stem network 

The program also includes a number of small facilities, principally minor 
additions to existing facilities but which are considered to be new work in 1952. 
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BONNEVILLE GRID FOR SOUTHERN IDAHO 


Senator Haypren. There was a feeling at one time that it would 
not be advantageous to the State of Idaho to have a connection with 
Bonneville power, or have that cheap Bonneville power get in there 
because of the cost of power to be produced by projects constructed 
in Idaho. The latter could not possibly be as cheap as the Bonneville 
power. 

Does that situation still exist? The dams to be built are multiple- 
purpose dams, for irrigation and power. They would produce some 
power, but they would not produce it as cheaply as you sell it. 

Mr. Raver. I recognize that there is that point of view in southern 
Idaho and it has been there for many years. 

Senator Haypen. I don’t mean they wouldn't get comparatively 
cheap power, but it would not be 2-mill or 3-mill power like you give. 

Mr. Raver. That is tied up by the fact that in that area particu- 
larly, as well as some of the other areas in the Northwest, the economy 
of that region is tied definitely to an expansion of irrigation. A part 
of the feeling has been that if power from the Bonneville grid came 
in under the uniform rate schedules of the Bonneville Administration, 
at a price cheaper than the power could be generated at some of these 
reclamation projects, it would tend to stop those reclamation projects 
or prevent their being built. 

That was one of the first arguments that I faced in my adminis- 
tration, in southern Idaho, at a meeting in Boise in the winter of 1939. 
I was not too familiar with it but I made this statement: That it was 
not the purpose of the Federal Government to do anything to upset 
or interfere with the economy of any area. It was rather the opposite 
point of view—that the Federal Government was interested in aiding 
in any way that it could in bringing about a stronger and better 
economy for the region. 

We had no intention of doing that and we have never been down 
in there with our people or otherwise. We have no intention of trying 
to do anything that would upset their economy. 

I do not agree with their point of view as to low rates, however. I 
think it is an erroneous point of view by any measure, but as long as 
they have it, I guess they will have to live with it as long as they 
want it. 

Senator Haypen. The average per kilowatt-hour throughout the 
United States is what —around 5 mills? 

Senator Corpon. Mr. Chairman, can J ask whether you mean the 
average rate for wholesale? Do you mean the average amount re- 
ceived by the generator and original seller? 

Senator Haypren. Yes. For instance, they talk about 5-mill power 
in the Missouri Basin, generally. 

What is the average rate the country over? You are very much 
cheaper, I know. 
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Mr. Raver. I do not know what the average is because it is very 
difficult to get a wholesale average, but I suppose it is probably at 
least twice our cost. 


PAYMENT OF IRRIGATION SUBSIDY OUT OF POWER REVENUE 


Senator HaypreNn. Now the theory, of course, as far as these irriga- 
tion developments are concerned in Idaho is that if there is a rate for 
power that is comparable to what is paid in the rest of the United 
States, and it is comparatively cheap power, there could be some sub- 
sidy to pay for their irrigation development. Why do you say that 
is the wrong idea? 

Mr. Raver. Because we are doing the very same thing in the State 
of Washington in connection with the whole Columbia Basin deve lop- 
ment. We are only charging 2 mills wholesale and yet we are subsi- 
dizing that irrigation project. The present subsidy, I think, has 
reached the point of about $450 million out of power rates. We have 
to charge a rate that will cover that subsidy, anyway. 

Now the question is, Do you isolate southern Idaho from the rest 
of this system so that they operate purely on their high-cost power, 
or do you tie this region in as one watershed and give these people the 
benefits of the profits we are making on these low-cost dams in the 
rest of the region, on power, even though to do that in southern Idaho 
probably would add some increment of cost to the power charge, the 
wholesale rate, for the entire rest of the region. 

The reason I think it is erroneous from their point of view, is that 
they can have the low power rates and irrigation as well and the rest 
of the region is really going to subsidize them out of the power profits 
downstream and the rest of the region ought to be objecting to it 
rather than the Southern Idaho people. 


MONTANA POWER CO. CONTRACT 


Senator Haypren. Then there is the other situation that is shown 
on the map. This deal that you made with the Montana Power Co. 
to take care of their situation west of the Rocky Mountains. Now 
that is a completed transaction, | understand. 

Mr. Raver. That is right. 

Senator HaypEN. What do they pay? 

Mr. Raver. They pay our standard rate. 

The power delivered to them is at Anaconda, Mont. That is the 
point of integration with the entire Montana Power system and it has 
tremendous values to us as well as to Montana as an integration item 
right there at Anaconda, just as it would at Baker with the Idaho 
Power Co. as far as integration is concerned. 

The company has the ‘benefits of that as well as Bonneville. 

Senator Haypren. You have made a 5-year contract with them? 

Mr. Raver. We made a 5-year contract with the Montana Power 
Co., which is a firm, 5-year contract. There are provisions for 
extending it from year to vear after the first 2 years of ope ration so 
it cannot be canceled at any time except upon 3 years’ notice. If 
evervthing is all right, we will extend it after the second year and it 
will be a 6-year contract. If they extend it after the third year, 
it is a 7-year contract, etc. 
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AMORTIZATION OF IRRIGATION SUBSIDY 


Senator ELLenpER. A moment ago you spoke of a $450 million 
subsidy. What period do you cover in that amount? 

Mr. Raver. That is a very good question, Senator, The period 
that we would have to use to cover it on the present rate structure at 
the present time would be about 100 vears. 

Senator ELLENDER. What would become of your plants by that 
time? Are you amortizing as you go? 

Mr. Raver. We are amortizing the plants on a fifty-year basis, 
but the question of paying out this irrigation subsidy requires a 
longer period of time if we are to cover, without increasing our rates. 

Senator ELtuenper. As I understand, the cost of reclamation is 
collected without interest? 

Mr. Raver. That is right. 

Senator ELLENDER. That means that the Government is expending 
whatever it costs for reclamation, and to get the money back at 100 
vears without interest. Is that what it amounts to? How does that 
subsidy work? Do you mean you pay to carry the water to them or a 
portion of them or exactly how does it work? 

Mr. Raver. Well, we simply adjust our rates for power in accord- 
ance with an agreed repayment schedule. 

That agreed repayment schedule so far as this present project is 
concerned, lies in this area here (indicating), for irrigating about 
one million acres of land. 

We have had to extend the pay-out period in order to meet our 
over-all eventual pay-out requirements. 

Senator ELLENDER. You mean you have to extend it so as to pay 
less per year? 

Mr. Raver. We pay the same amount per year. We have an 
agreed payment per year under the schedule that we worked out 
before we ran into these increasing prices. 

Senator ELtenprER. Did you have to get legislative authority to do 
that? 

Mr. Raver. No. Our attorneys maintain that the Reclamation 
Act under which we operate does not limit us to 50 years. It limits us 
to a reasonable period for pay-out. 

Senator Haypen. The amount to be paid by the settler is based 
upon estimated income he can earn from the land. If that would not 
pay for the project then power picks up the difference; is that it? 


IRRIGATION CONTRACTS 


Mr. Raver. That is right and the settlers’ contracts have already 
been drawn on a certain basis per acre. The inflation does not affect 
them. It affeets only the power consumer who is paying the differ- 
ence and on that basis since it is an inflation in costs we have simply 
extended the schedule of time until such time as we adjust our rates, 
which we feel we will have to do anyway. 

Senator Haypren. What was the charge per acre the settlers paid? 

Mr. Raver. It is an average, as I remember, of about $85 per acre. 
It will be higher for the better land and a little lower than that for the 
marginal land. 

Senator ELLENDER. For what period of time? 
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Mr. Raver. He has 40 years after the first 10 years of his operation. 

Senator ELLENDER. That $85 charge is for what? For the whole 
period, per year, or per month, or what? 

Senator Haypen. It is the construction charge. 

Mr. Raver. That is his responsibility on investment. Of this total 
investment that has to be repaid for irrigation works his responsi- 
bility is $85 an acre and he repays that without interest over a 40-year 
period beginning ten years after he settles. 

Senator ELLENDER. Now what is the difference between the $85.00 
and the real cost? 

Mr. Raver. The difference is $450 million at the present estimates. 

Senator ELLENDrmR. On a per-acre basis what does that amount to? 

Mr. Raver. That would be $450 an acre. 

Senator ELLENDER. What was the period of repayment before you 
made this change? 

Mr. Raver. Fifty years. 

Senator ELLeNpER. Will you put in the record a memorandum 
showing the authority you had to do that. That simply means that 
this $450 million instead of being made up in 50 years will have to be 
paid in 100 years. 

Mr. Raver. We would very much like to supply that for the record. 
I have one here that is up to date that shows exactly where we stand 
on pay-out in all parts of our program, including this one. 

(The information requested is as follows:) 


DEPARTMENT OF THE INTERIOR, 
OFFICE OF THE SOLICITOR, 
Washington, D. C., September 10, 1945. 
The honorable the SecRETARY OF THE INTERIOR. 


My Dear Mr. Secretary: By a joint memorandum of May 28, which you 
submitted to me on May 31, the Director of the Division of Power and the Com- 
missioner of the Bureau of Reclamation recommended that certain legal questions 
raised therein be submitted to me for an opinion. The memorandum sum- 
marizes the holding in my opinion (M. 33473) approved by you on September 
29, 1944, concerning the minimum legal requirements for rate schedules to be 
established for the sale of electrical energy from the Grand Coulee Dam, Columbia 
Basin project, under subsection 9 (c) of the Reclamation Project Act of 1939 (53 
Stat. 1193, 43 U. 8S. C. see. 485),! and concludes that two additional questions 
require answer in order to determine ‘‘the minimum revenue requirements.” 
The first question is as follows: 

“Within what period of time must there be returned to the United States— 

‘“‘(a) The estimated construction costs properly allocated to power? 

““(b) The estimated costs, if any, properly allocable to purposes other 
than power but which are allocated to be returned from power revenues 
(i. e., the subsidy)?” 

The memorandum refers to the fact that the joint report of the Bonneville 
Power Administration and the Bureau of Reclamation on the allocation and re- 
payment of the costs of the Columbia Basin project, approved by you on January 
31, states that no period for amortization (i. e., repayment) is expressly fixed by 
law, and that the implicit legal requirement would appear to be that costs be 
amortized within a reasonable period, and of course, within the useful life of the 
project. The memorandum states that since the repayment period chosen in the 
Columbia Basin allocation report coincides with the repayment period fixed by 
law for the water users (40 vears, plus the development period, if any), the explicit 
question of the maximum length of the repayment period or periods for power 

The summarization reads: ‘‘To the end of producing revenues sufficient to return to the United States 
in addition to estimated operation and maintenance costs of the commercial power system, all estimated 
construction costs allocated to be returned from power revenues (i. e., estimated commercial power system 
construction costs plus subsidy, if any) the required minimum factors which rates for the sale of power must 
return, stated on an annual basis, are three percent of the construction investment properly allocated to 


power and such additional amounts, under the caption ‘other fixed charges,’ as are needed for the purpose 
of providing revenues sufficient to meet these costs.”’ 
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construction costs and subsidy, if any, did not have to be considered. It accord- i 
ingly was deemed advisable to present the question for formal determination by 5 
the Solicitor. 5 
It is my opinion, answering part (a), that there is no specific statutory require- 4 
ment with respect to the period of time within which power construction costs i 
are to be repaid. It accordingly appears that there may be established a period 3 
of time based upon what is generally regarded in similar undertakings as a reason- 2 
able repayment period, within the useful life of the project, taking into consid- ; 


eration the circumstances of each individual project. Answering part (0), it is 
my opinion that the repayment period for that part of the estimated costs properly 
chargeable to irrigation but beyond the ability of the water users to repay (the 
irrigation subsidy) may be established in a manner similar to that established 
for the repayment of power construction costs. 

A review of the Reclamation Project Act of 1939 and related legislation dis- 
closes no provision specifying a time within which repayment of construction costs 
allocated to be repaid from power revenues must be made. Such repayment 
provisions as are contained in the act refer to repayments to be made under water 


service contracts with municipalities (subsec. 9 (c), first sentence), or water users ; 
(subsee. 9(d)), both types specifying repayment within 40 years. The legislation 3 
is silent with respect to the length of the repayment period within which the 4 
Government is to repay to itself ‘“‘the part of the estimated cost which can properly 4 
be allocated to power and probably be returned to the United States in net power % 
revenues” (subsec. 9 (a) (5)). 

The fact that no period of time was specified within which there was to be z 


accomplished the repayment of the amount properly allocable to power appears 
not to have been an oversight. Such meager records as are available on the 
legislative history of this phase of the 1989 act disclose that the matter of a re- 
payment period was considered. In a preliminary draft, dated March 27, 1939, 
of the controversial fourth sentence of the proposed subsection 9 (ce), the Depart- 
ment provided a specific period of time within which such repayment was to be 
effected. The preliminary provision was to the effect that any sale of electric 
power or lease of power privileges made by the Secretary in connection with the 
operation of any works constructed under the Federal reclamation laws, “shall 
be at such rates as in his conclusive judgment will produce power revenues, which 
shall be covered into the reclamation fund, sufficient to return in forty years 
with three and one-half per centum of interest, an appropriate share, as deter- 
mined by the Secretary, of that part of the construction costs allocated by the 
Secretary to power: * * *” As finally approved, the provision read as 
follows: 


ED Ree ena: 


Any sale of electric power or lease of power privileges, made by the 
Secretary in connection with the operation of any project or division of a project, 
shall be for such periods, not to exceed forty vears, and at such rates as in his 
judgment will produce power revenues at least sufficient to cover an appropriate 
share of the annual operation and maintenance cost, interest on an appropriate 
share of the construction investment at not less than 3 per centum per annum, 
and such other fixed charges as the Secretary deems proper: * * *? 

Differing circumstances exist with respect to the various project undertakings. 
A repayment period suitable for one project might not be suitable for another. 
The solution apparently decided upon was to leave to the discretion of the Secre- 
tary of the Interior the determination of an appropriate time within the useful 
life of each project during which repayment should be required. The 40-vear 
limitation imposed by the provision as finally approved clearly applies to the dura- 
tion of contracts to be entered into for the sale of power or leases of power privi- 
leges in connection with the operation of power projects, and not to repayment of 
the project costs.? 

I accordingly conclude as to part (a) that there is no specified statutory period 
within which the repayment of costs allocated to be repaid from net power reve- 
nues must be made, and that the repayment period therefore may be such as the 
Secretary of the Interior in his discretion shall determine to be proper to effect 
repayment within the useful life of each project. 
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2? This interpretation is consistent with the general policy of the Congress as more expressly indicated 
with respect to the marketing of surplus energy from the Bonneville Project. In section 7 of the Bonneville 
Project Act (50 Stat. 731, 16 U. S. C. sec. 832f), it is provided that rate schedules shall be established to 
amortize the Government’s investment “over a reasonable period of years.”” Pursuant to this provision, a 3 
50-year amortization period was established by the Federal Power Commission in its allocation order issued 
June 26, 1945. Section 5 (a) of the Bonneville Project Act authorizes the making of power sales contracts 
with a maximum term of 20 years. This act indicates 4 legislative policy of limiting the term of contracts a 
to specified periods, thus giving the Government and purchasers an opportunity to negotiate suitable new 4 
contracts, but allowing the over-all amortization period to vary with particular projects depending upon : 
what is reasonable in the particular case, 
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The portion of the costs “properly chargeable to irrigation but which are beyond 
the ability of the water users to repay within the statutory repayment period’”’ 
(the irrigation subsidy), is conceded to constitute “part of the estimated cost 
which can properly be allocated to power and probably be returned to the United 
States in net power revenues.” Since it clearly is not intended to be regarded 
as an irrigation charge required to be repaid by the water users, it accordingly is 
not governed by the repayment period applicable to such charges. It is a charge, 
in addition to the power construction costs, which is required to be repaid from 
power revenues, if the project is to meet the test of feasibility laid down in section 
9(a) of the Reclamation Project Act of 1939. I accordingly conclude as to part 
(b) that, as in the case of power construction costs, no specific statutory repayment 
period is prescribed for the return of such charge and the repayment period 
accordingly may be such as the Secretary of the Interior in his discretion shall 
decide to be proper for repayment within the useful life of each project. 

The second legal question is as follows: 

“Ts the estimated construction investment properly allocated to power upon 
which the three percent factor is calculated subject to diminution in any manner 
by reason of net revenues being applied, under the Hayden-O’ Mahoney amend- 
ment,’ against that construction investment, and, if so, to what extent?”’ 

It is my opinion that the estimated power construction investment constituting 
the base upon which the 3 percent interest element in the rate schedule is calculated 
is not subject to diminution in any manner by reason of any revenues being 
applied, under the Hayden-O’ Mahoney Amendment, against that construction 
investment. 

Four views are submitted as having been advanced on this question: 

(a) The 3-percent return (as distinguished from the return, if any, for ‘other 
fixed charges’) is required upon the construction investment without reduction, 
until the total return equals the investment, after which it may be discontinued. 

“(b) The 3-percent return (as distinguished from the return, if any, for ‘other 
fixed charges’) is required upon the construction investment without reduction as 
long as power is sold. 

“(c) The 3-percent return (as distinguished from the return, if any, for ‘other 
fixed charges’) is required only upon the construction investment reduced by that 
portion of the total power revenues that have been collected and applied to repay- 
ment of the construction investment. 

“(d) The 3-percent return (as distinguished from the return, if any, for ‘other 
fixed charges’) is required upon the construction investment reduced by the 
amount by which that portion of total power revenues previously collected has 
exceeded the 3-percent return and has been applied to repayment of the construc- 
tion investment.” 

Views (a), (b), and (c) are self-explanatory. View (d) assumes that for some 
reason (e. g., unanticipated volume of sales), net power revenues in amounts 
greater than 3 percent of the investment as originally calculated may become 
available for application against repayment of that investment, and asks, as I 
understand it, whether the annual interest calculation in such event could be made 
on the investment base reduced by the revenues derived from the excess over the 
3 percent interest element. Since there is involved the same basic question posed 
in view (c), namely, whether the 3 percent may be calculated on a reduced invest- 
ment base, the two will be considered together. 

View (6) in my opinion is the only one for which there is authoritative support 
For the reasons stated in my opinion of September 29, 1944 (M. 33473), this 
conclusion necessarily is required. Since that opinion supports only view (5), 
and therefore precludes acceptance of views (a), (c), and (d), it appears advisable 
to review those portions of it which established unequivocally that not only is 
the interest element of the rate schedule to continue so long as power is sold, but 
also that the ‘‘appropriate share of the construction investment’? upon which the 
3 percent element of the rate schedule is to operate is the power construction 
costs and not an amount representing those costs on an annually diminishing 
basis. 

On page 6 it was stated that: 

‘“* * * JT believe that a proper interpretation of section 9 of the Reclama- 
tion Act of 1939 and the Hayden-O’ Mahoney amendment to the Department’s 
Appropriation Act of 1939 require that the minimum rate schedule to be such as 
to produce [on an annual basis] revenues sufficient only to meet in addition to 
the return for operation and maintenance costs, an amount equal to 3 percent of 
the power construction costs with the proviso that if total revenues thus produced 





3 Act of May 9, 1938, 52 Stat. 291, 322, 43 U. S. C. sec, 392 (a). 
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are insufficient to repay all costs allocated to power to be repaid by power revenues, 
‘other fixed charges’ must be included in the rate schedule to produce revenues 
sufficient to repay such costs. * * *”’ [Emphasis supplied.] 

On page 7 the opinion stated: 

“* * * It appears, therefore, that there is nothing in the act of 1939 to 
prevent the Secretary from fixing rates sufficient to meet ‘an appropriate share 
of the annual operation and maintenance cost,’ interest on ‘an appropriate share 
of the construction investment’ at 3 percent per annum and ‘other fixed charges’ 
sufficient to retire all construction costs to be returned from net power revenues. 
{Emphasis supplied.] 


* * * * * * * 


“The Hayden-O’ Mahoney amendment deals expressly with the disposition of 
power revenues. I/t contains the specific provision that all revenues derived from the 
sale of power ‘shall be covered into the reclamation fund.’ No reservation of any 
amount for the payment of special accounts, such as interest in the form of a ‘profit’ 
to the United States, 7s made. It is provided that ony after net revenues derived 
from the sale of power developed in connection with any such projects shall have 
repaid those construction costs of such project ‘allocated’ to power to be repaid by 
power revenues (power construction costs plus subsidy) therefrom shall any part 
of said net revenues derived from the sale of power developed in connection with 
such projects go to the United States. Then, by specific instruction, it directs 
their disposition by providing that they ‘shall, after the close of each fiscal year, be 
transferred to and covered into the General Treasury as ‘‘miscellaneous receipts.” 
No clearer reflection of congressional intention with respect to the application to be 
made of revenues derived from irrigation power undertakings could be found. There 
appears to be no conflict, therefore, between the Hayden-O’ Mahoney amendment 
and section 9 of the act of 1939, and J find nothing in either act which would require 
the Bureau of Reclamation to change what appears to be its past practice with respect 
to the application of power revenues. That practice appears to have been to retain in 
the reclamation fund, as a part of net power revenues, collections representing the 
interest element, where, it is reasonable to presume, they have been available for 
application against reimbursable costs not otherwise paid. This practice was in 
accord with a number of statutes dealing with specific projects which called for the 
application of all revenues from power to the credit of the projects. * * *” 
{Additional emphasis supplied.] 

In the original joint submission of questions which resulted in my first opinion 
the term “‘an appropriate share of the construction investment’’ was conceded to 
refer to the power-construction costs. That view was found to be supported by 
the history and related legislation affecting reclamation power projects and for 
that reason will not be further discussed here.‘ 

Clearly it was intended by the Hayden-O’Mahoney amendment that there 
should be continuing revenues flowing annually from reclamation power projects 
which, after accomplishing the payment of the costs allocated to power to be 
paid from power revenues (power construction costs plus subsidy) should there- 
after, at the close of each fiscal year—not be retained in the reclamation fund, 
reduced by virtue of a diminished base, discontinued, or otherwise diverted, but— 
be transferred and covered into the Treasury as “miscellaneous receipts.’? The 
minimum requirements of the rate schedule include two elements the revenue 
from which is earmarked for specific application (operation and maintenance 
costs). The only element, assuming a case where a rate schedule would reflect 
only the minimum legal requirements (and ‘other fixed charges’ would not be 
involved), which could supply the ‘‘net revenues’”’ which at the end of each fiscal 
year after full repayment of costs allocated to be paid from power revenues “shall 
* * * be transferred to and covered into the General Treasury as ‘miscellane- 
ous receipts’,”” would be the interest element. 

If the views expressed in (a), (c), and (d) were to be seriously entertained, there 
would result a negation of this obvious intention and purpose of the Hayden- 
O’Mahoney amendment, a statute which my first opinion concluded necessarily 
must be construed in conjunction with the provisions of the Reclamation Project 
Act of 1939 in the determination of the application or disposition to be made of 
the revenues authorized by the 1939 act to be collected, since whether the interest 
element were discontinued entirely after the revenue return equaled the original 
costs allocated to power to be paid therefrom (view (@)), or were constantly 
lessened on a diminished balance of the investment basis, as proposed by views 
(c) and (d), there would remain either nothing under view (a), or only a perpetually 
diminishing but never ending amount under views (c) and (d), which “after the 


4 See p. 5, footnote 5, of Opinion M. 33473, approved September 29, 1944. 
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close of each fiscal year [shall] be transferred to and covered into the General 
Treasury as ‘miscellaneous receipts’.”’ 

In my previous opinion, I concluded that “other fixed charges” were necessary 
under subsection 9 (c) of the 1939 act only if the net revenues derived through the 
3 percent element of the rate schedule were insufficient to accomplish the return 
of both the power construction costs and the irrigation subsidy within the repay- 
ment period chosen by the Secretary. The application of view (ce) would result in 
constantly diminishing net revenues attributable to the 3 percent element because 
the base upon which the 3 percent is calculated thereunder would constantly 
diminish. In order to return within the prescribed repayment period both power 
construction costs and the subsidy, the element representing “‘other fixed charges”’ 
would as the result of the application of that view have to be correspondingly 
increased. Even assuming that in some years net revenues other than those 
attributable to the element, if any, reflecting ‘“‘other fixed charges’’ were in excess 
of 3 percent of the base (view (d)), the element for ‘‘other fixed charges” would still 
of necessity have to be increased. 

These conclusions may be demonstrated by the following examples: Assume a 
power construction cost of $10,000 and a subsidy of $5,000 or a total of $15,000 
allocated for probable return from net power revenues. Assume also a 50-year 
period in which that amount is to be returned. Annual net revenues equal to 3 
percent of $10,000 (power investment) will return in 50 years the necessary 
$15,000. If, as I have concluded, the 3 percent is to be calculated on the undi- 
minished power construction investment base, no element for ‘other fixed charges”’ 
is necessary in the rate schedule. However, if view (c) applies, the result would be 
as follows: In the first year there would be net revenues of $300. The ‘“invest- 
ment”? upon which the 3 percent factor is calculated would be reduced to $9,700. 
There would be a requirement, in order to return all remaining coastruction costs 
allocated to be returned from power revenues that net revenues equaling $14,700 
be returned over the remaining 49 years of the repayment period. For the second 
year, application of the 3 percent factor would return only 3 percent of $9,700 
or $291. In order to bring the net revenues up to the point where they will equa! 
$15,000 at the end of the 50-year period, an element for “other fixed charges’’ 
to the extent of the deficiency resulting must now be included in the rate schedule. 
If instead of $300 in the first year, the net revenues are $400, so that view (d) 
would operate, the base upon which the 3 percent interest element is to be cal- 
culated would, for the second year, be $9,900, rather than $9,700 (on the basis of 
my understanding that under view (d) the base would be reduced by the amount 
of net revenue in excess of 3 percent). The total net revenue requirement over 
the remaining 49 years would be $14,600. Three percent of $9,900 is $297. 
Assuming there were no further excess net revenues during the repayment period, 
net revenues at the end of the repayment period would total only $14,953. Again, 
a factor for ‘“‘other fixed charges’’ would have to be included in the rate schedule in 
order to accomplish the return of a total of $15,000 within the prescribed 50-vear 
period. In the absence of a more definite direction than is to be gathered from 
existing law, I find it impossible to accept the supposition that the Congress 
intended the 3 percent interest element and the discretionary authority for the 
inclusion of other fixed charges in the rate schedules to be manipulated in any 
such manner. 


The basis for the confusion reflected in views (c) and (d), it appears, may be attributed to the following 
statements appearing in a memorandum from the Bureau of Reclamation of June 15, 1944: 

“(4) The interest return on the power investment is determined by a financial study of operations 
during the repayment period. Gross revenues, expenses and net revenues are calculated, and the net 
revenues applied against repayment. Jnterest is calculated on the unpaid investment each year. The rate 
is taken as 3 percent per annum, this being in accordance with the minimum rate provided by section 9 
of the Reclamation Project Act of 1939 (53 Stat. 1187). [Emphasis supplied.] 

. 


* + *. * * * 


“*(5) In the past, in cases where power revenues have been required both to amortize the power invest- 
ment with 3 percent and to retire a portion of the irrigation investment, it was the practice to use a sink- 
ing-fund method for determining the annual repayments of the powerinvestment, Under this method, 
the annual installment to cover retirement of the power investment and interest was determined in ad- 
vance by a formula. All actual revenues in excess of this installment of principal and interest were ap- 
plied to theirrigation costs. It is our conclusion, however, that this method for calculating return is 
more stringent than required by the Reclamation Project Act of 1939. Studies now being made, such as 
on the Columbia Basin project, are proceeding on the premise that all net power revenues will be applied 
first to the power investment. Under such a plan, the interest on the power investment is determined each 
year on the basis of the then remaining balance of the power investment. Under this plan, the irrigation costs 
to be repaid from power revenues would be paid only after the power revenues had retired the power 
investment, with interest. 

“In no case has the Bureau used the straight-line method of repayment with respect to construction 

,., Costs to be repaid out of power revenues."’ [Emphasis supplied.] 
lhe foregoing statements were based upon a contention, found in my former opinion to be without merit, 
that an element representing interest as a ‘“‘profit’’ to be realized by the United States must be included in 
the rate schedules established under subsection 9 (c) of the 1939 act, in addition to elements representing oper- 
ation and maintenance costs, amortization of the power investment, and repayment of the irrigation sub- 
sidy. Nothing is to be gained, therefore, from their use in argument. 
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Finally, I think it should be recognized that the basic reason for including 
specifically a minimum interest requirement in the rate schedules to be estab- 
lished under subsection 9 (c) of the 1939 act was the evident sensitivity of the 
Congress to the competitive position of the Government in the power field.® 
The second paragraph on page 14 of my first opinion stated this conviction as 
follows: 

‘“* * * Tt does no violence to common sense to assume that the 3 percent 
interest requirement in subsection 9 (c) was intended to insure minimum rates 
for power in cases where a 40-year amortization plan would otherwise make 
possible rates which would return revenues less than an amount equal to 3 per- 
cent on the power construction costs. Jt is to be remembered that the Congress has 
been sensitive to the competitive position of Government power projects, and it is not 
unreasonable to assume an intention only to insure power rates which, wnder no cir- 
cumstances, could be less than those which would return, in addition to operation and 
maintenance costs, an amount equal to 3 percent of the construction investment. 
In other words, the Congress may well have been concerned at this point with 
a minimum rate schedule rather than an enterprise which would insure a net 
profit to the Government. The device of requiring an interest component in 
the rate schedule was one method of attaining this objective.” [Emphasis 
supplied.] 

I think that to attempt to inject into the provisions of the 1939 act any sug- 
gestion that the Congress intended that the interest element of the rate schedules 
should be computed on less than the full amount of the power investment so 
long as power is sold would be to do violence not only to the language of the act 
but also to the obvious policy and intention of the Congress. 

In summary, therefore, it is my opinion that the questions submitted to you on 
May 28, must be answered as follows: 

1 (a). There is no specific statutory requirement with respect to the period of 
time within which power-construction costs are to be repaid. There accordingly 
may be established a period of time based upon what is generally regarded in 
similar undertakings as a reasonable repayment period, within the useful life of 
the project, taking into consideration the circumstances of each individual project. 

1 (b). The repayment period for that part of the estimated costs properly 
chargeable to irrigation but beyond the ability of the water users to repay (the 
irrigation subsidy) may be established in the same manner as that established for 
the repayment of power construction costs. 

2. The estimated power-construction investment constituting the base upon 
which the 3-percent interest element in the rate schedule is calculated is not 
subject to diminution in any manner by reason of any revenues being applied, 
under the Hayden-O’ Mahoney amendment, against that construction investment. 

Respectfully, 
Fow er Harper, Solicitor. 

Approved: September 10, 1945. 

Haroup L. Ickes, 
Secretary of the Interior. 


Senator ELtenpErR. Why would it not be feasible to increase your 
rates to pay that out in 50 years instead of letting all this cheap power 
go as cheaply as it does? 

Mr. Raver. We have not come to the point yet where any of this 
1,000,000-acre irrigation investment has to be repaid. We are not 
actually making a repayment on that, at all as yet, because it has not 
as yet come into production. We are looking at an estimate, Sena- 
tor, of what it is going to cost and saying that on the basis of that 
estimate it does not look like our 50-year repayment is going to work. 





6 While extensive discussion of the matter appears to have taken place in the Department, the only 
recorded statement which has come to my attention is a memorandum addressed to the Secretary on June 
24, 1939, by my predecessor, Solicitor Margold. After stating the language of the sentence as it then 
a with respect to the interest element the Solicitor stated that his attention had been called to the 
act that— 

“* © * the3% percent minimum probably will be too high in view of contemplated reductions 
in the interest charges on public works financing. I understand that the 3} percent figure was 
originally fixed by analogy to the rates established for Bonneville power. * * * 

“If you concur * * * that a 3% percent minimum interest return should not be prescribed for 
power sales, I believe we might appropriately recommend to the committees [of the Congress] the advis- 
ability of substituting a standard for fixing the interest return on a basis com parable to the rate charged 


on comparable public works projects in the place of the fixed 3% percent. * * * 
The bill as finally enacted provided for the reduced rate of 3 percent. 
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When we have to actually start repaying, I think we will face that 
question you are talking about, but we haven’t reached it yet. 

Senator Ettenprer. Do you mean to say this land is not in produc- 
tion yet? 

Mr. Raver. That is right. 

Senator Haypren. You have finished the dam and you have 
finished the pumping plant. 

Senator ELLENDER. When you refer to Bonneville Power Adminis- 
tration, do you include Grand Coulee, too? 

Mr. Raver. We have the marketing function of the power at 
Grand Coulee. It is operated by the Bureau of Reclamation. 

Senator ELLeENpER. Are you integrated with the Bureau? 

Mr. Raver. Managementwise, we are integrated with them through 
the Department of the Interior. We are integrated with them phy- 
sically, of course, in our operations there. We have operating agree- 
ments. 


TOTAL ESTIMATED FEDERAL COST OF BONNEVILLE POWER LINES 
CONSTRUCTION 


Senator ELuenper. On this third sheet, I notice that the total 
estimated Federal cost is shown of $229,399,000. Is that solely for 
the erection of power lines and other fac silities necessary to carry the 
load? 

Mr. Raver. That would be the total cost of all facilities in this 
program when completed. 

Senator ELLeENpER. That is just the Bonneville? 

Mr. Raver. That is right. 

Senator ELLenpER. | say that is for transmission? 

Mr. Raver. Transmission, substations, communications. 

Senator ELLenpeER. Up to the moment, as I notice in column No. 
6, the amount appropr iated up to date is $94,638,000. 

Mr. Raver. That is right. 

Senator Ettenper. Thereby leaving about $135,000,000 more to go. 

Now, over what period of time do you expect to complete that? ? 

Mr. Raver. I would think, Senator, that our program this year 
should be completed at about this rate of expenditure until this job 
is done. 

Senator ELtenprer. It would be completed by the expenditure of 
what? 

Mr. Raver. About the same rate we are spending it this year. 

Senator ELLenpeErR. Is that expenditure necessary in order to 
transmit the power you already have generated or does it look to the 
future for generation of more power? 

Mr. Raver. This is worked out on the future generation. 

Senator ELLENDER. What becomes of the power you are evidently 
not using now, since you do not have this system completed? In 
other words, if you have to go 3 or 4 more years to build these power 
lines, how are you distributing the amount of power you now have? 

Mr. Raver. We are distributing it over the present system. We 
have it loaded to capacity. 

Senator ELLENpER. Will you distribute more after you complete 
this plan that you have? 

Mr. Raver. That is right, 
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SOURCE OF POWER 


Senator ELLENDER. Where will you get the power to do that with? 

Mr. Raver. There are three additional generators going into 
Grand Coulee Dam this year. 

Senator ELLENpER. I thought you said Grand Coulee was sep- 
arate. Iam talking about the Bonneville Power Administration now. 

Mr. Raver. Well, our transmission is for the purpose of taking 
the power away from the dams of somebody else and Grand Coulee 
is a dam operated and owned by the Federal Government, with the 
Bureau of Reclamation as the agency, and we simply take the power 
away from Grand Coulee and market it over this transmission system. 

We do the same thing at Bonneville for the Army Engineers. We 
will do the same at Hungry Horse Dam. 

Senator ELLeENDER. Does Grand Coulee carry on a similar project 
in other parts of the country? That is, to the Northwest, around 
Washington? 

Mr. Raver. No; we are the only marketing agency in the North- 
west for the Federal Government. 

Senator ELLENDER. Then you market all of Grand Coulee? 

Mr. Raver. That is right. 

Senator ELLENDER. I did not understand you to say that a moment 
ago. 

You are the marketing agent, then, for all of the power that is 
developed publicly in the Northwest? 

Mr. Raver. That is correct, the Federal power. 

Senator HayprEn. So it comes in from dams of the Army engineers 
and comes in from dams constructed by the Reclamation Service? 

Mr. Raver. That is right. 

Senator ELLENDER. Is there any other section of that area that you 
subsidize, similar to the 1 million acres that is south of Grand Coulee? 

Mr. Raver. No; that is the only one where an arrangement has 
been worked out. We anticipate there will be others. 

Senator ELLenpeER. Is any of this water that is harnessed being 
used for irrigation in any other section? 

Mr. Raver. Oh, yes. There is a great deal of it in other areas of 
the West. 

Senator ELLENpDER. I am talking about public money, now, or 
funds. 

Mr. Raver. Yes. 

Senator ELLENDER. Who is that done by? Is there any subsidy 
in those cases? 

Mr. Raver. Yes; I think power is paying sizable subsidies in those 
cases. It may be that power is sold by the Government to a private 
utility company at a rate which will subsidize the irrigation. 

Senator ELLeENDER. But it is all collected, though, out of the power 
sold? I refer to the subsidy. 

Mr. Raver. It would be collected by the Federal agency operating 
the dam in connection with an irrigation project. 


AMORTIZATION OF BONNEVILLE DAM, OREG. 


Senator ELLENpDER. Over what period of time do you amortize, let 
us say, all the facilities of Grand Coulee, or Bonneville? Have you 
a date set when the entire project will have been repaid to the 
Government? 
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Mr. Raver. Yes, sir. 

Senator ELLENDER. Can you recall it, approximately? 

Mr. Raver. For the Bonneville Dam, the repayment period I 
believe is 1994, when the whole thing is supposed to be paid out. 

Senator Corpon. What is your surplus properly creditable to 
Bonneville Dam over and above the amortized charge as of today? 
How much more have you received, in other words, in net revenue? 

Mr. Raver. May I put this in the record [indicating]? It may be 
of interest to all of you. It has all the details. Taking Bonneville as 
an example, the total construction costs of that dam are $86,047,089; 
$27,023,275 of that total is not repayable. It is for navigation. In 
other words, it is taken out as a direct Government subsidy for navi- 
gation purposes. We pay no interest on it. 

Senator ELLenprER. That is a navigation dam? 

Mr. Raver. Yes. 

Senator ELLeNpeER. Is there navigation there now? 

Mr. Raver. Oh, yes. 

Senator ELLENDER. How much? How far up does it go? 

Mr. Raver. They go all the way to Pasco although it is only with 
barges, however, because there are quite a few rapids. 

Senator ELuenpER. That is below the dam? 

Mr. Raver. No. Below the dam they have a 27-foot channel to 
Portland and a 35-foot channel from Portland to the sea. 

Senator Corpon. Pasco is how many miles above Bonneville Dam? 
Point the two out. 

Mr. Raver. Pasco is on the junction here of the Snake River, with 
the Columbia River at about this pot here. Bonneville Dam is at 
about this point here [indicating]. 

Senator ELLENDER. So this navigation was provided to the east of 
the dam? 

Mr. Raver. It will be when other dams are constructed. 


CHARGES ON POWER REVENUE 


Senator ELLENDER. What other charge have you made, there? 
That leaves $59 million chargeable to power. 

Mr. Raver. That leaves $59 million chargeable to power. Receipts 
from power sales returned to the Treasury to June 30, 1950—to take 
care of the $59 million of power costs—to the general fund, $34,625,990. 
To the reclamation fund in payment of river regulation benefits from 
storage at Grand Coulee Dam which are charged to Bonneville Dam, 
$1,500,560. 

Senator Corpon. That last one could be an operating charge, could 
it not? 

Mr. Raver. Yes. 

Senator Corpon. It is that much more power that you could not 
have gotten at Bonneville if it were not for Grand Coulee so it might 
be called operating. 

Mr. Raver. That is, these payments covered the power expense of 
$20,863,718 and left a remainder of $15,262,842 applied to the repay- 
ment of capital investment for power of $59 million. Therefore, 26 
percent of the power capital investment has been repaid, although 
only 6 years, or 12 percent of the 50-year repayment period has 
elapsed as of June 30. In other words, we are ahead of our repayment 
schedule on that dam. 
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We have the same schedule for Grand Coulee. The only reason I 
say I think we are going to have to revise this pay-out schedule with 
respect to land is that we have been applying it so far with respect to 
the power features which are interest bearing, and none of the land 
has come into production yet so we actually haven’t started a repay- 
ment on the land features and when that time comes, I think Congress 
ought to take a look at this and tell us how they want us to handle it. 

Senator ELLENDER. Since the Treasury is so badly in need of 
money at the moment, why would not it be feasible to raise those 
rates a little bit and retire that more quickly? Have you ever given 
that any thought? 

Mr. Raver. Certainly. 

Senator ELLenpER. And what conclusions have you reached? 

Mr. Raver. I think it is something more than an administrative 
matter. If you will read the Bonneville Act, you will find the 
Administrator is supposed to charge rates that cover costs. It says 
nothing about making any profit. 

Senator ELLenpeER. I understand that. After you pay it all out, 
you can put your costs the way you want them. 

Mr. Raver. We haven’t incurred these costs as yet under the law. 


LIQUIDATION OF CONTRACT AUTHORITY 


Senator ELuenpeEr. In this column 4, you have liquidation. What 
does that mean? 

Mr. Raver. Liquidation of our contract authority of $21 million 
for 1951 or $17 million for 1950. 

Senator ELLENDER. What does that mean, a repayment? 

Mr. Raver. Well, we enter into contracts for purchasing materials 
and equipment which will take longer than 1 year to build and is 
delivered to us the second year and then the second year we have to 
have the cash to pay the contract commitment we made the year 
before. 

Senator ELLenper. Is that done on a contract authority? 

Mr. Raver. It is done under contract authority. 

Would you like to have this repayment report put in the record? 

Senator Corpon. Put it in the record. 

Mr. Raver. I think it covers all the questions you are asking in a 
much better way than I can do it extemporaneously. 

(The documents referred to are as follows:) 


BONNEVILLE DAM PROJECT—REPORT ON REPAYMENT OF CAPI- 
TAL INVESTMENT AND OPERATING EXPENSES AS OF JUNE 30, 
1950 

(Prepared by the Bonneville Power Administration, Portland, Oreg.) 


SUPPLEMENTAL Pay-Ovutr Report No. 5, as or June 30, 1950 
FOREWORD AND SUMMARY 


The Bonneville Dam project, located on the Columbia River approximately 40 
miles east of the city of Portland, Oreg., was constructed and is operated by the 
Corps of Engineers, Department of the Army. The project was authorized by 
the River and Harbor Act of 1935 (49 Stat. 1028, 1038) and the Bonneville Project 
Act of August 30, 1937 (50 Stat. 731), for the purpose of improving navigation on 
the Columbia River and for other purposes incidental thereto. 

The power plant has 10 main generator units, with a combined nameplate 
rating of 518,400 kilowatts and a station service unit of 4,000 kilowatts. The 
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main generators, although having a combined nameplate rating of 518,400 kilo- 
watts, are capable of continuous operation at 564,000 kilowatts. These capabili- 
ties require stream flow considerably in excess of the minimum flows of record. 
On the basis of the most critical water year of record (1936-37) and presently 
existing upstream storage (the Franklin D. Roosevelt, Flathead, Kootenay, and 
Coeur d’Alene Lakes) the nominal prime capability! of the project under normal 
operation is approximately 370,000 kilowatts. When additional upstream storage 
becomes available from Hungry Horse Dam and other projects, the nominal prime 
capability of the Bonneville Dam power plant will be increased. 

The first main generator was placed in service in January 1938 and the tenth 
and last main generator was placed in service in December 1943 (fiscal year 1944). 
The Bonneville Project Act provides that energy generated by the project in excess 
of its requirements shall be transmitted and sold by the Bonneville Power Ad- 
ministration. From the commencement of operations to June 30, 1950, the 
project generated and delivered to the Administration’s transmission system a 
total of 30.5 billion kilowatt-hours. During the last 4 years of this period such 
generation averaged approximately 3.8 billion kilowatt-hours. 

Inasmuch as the power installation was completed in fiscal year 1944, the 
Federal Power Commission fixed the repayment period at 50 years, extending 
from fiscal year 1945 to fiscal vear 1994, inclusive. The Corps of Engineers, 
represented by the Portland, Oreg., district engineer, and the Bonneville Power 
Administration executed a Memorandum of understanding as of November 28, 
1945, governing the plan of operation and repayment of the project. 

This report presents, as of June 30, 1950, the status of repayment of the capital 
investment and operating expenses of the Bonneville Dam project and a schedule 
of future investment and expenses and their repayment. The actual investment 
and expenses incurred to June 30, 1950, were: 
































Allocation 
Total nn — Se 
| | Nonpower Power 
J , Leven MMECOOT? Sol Ae ee eee “aya ehh ae tt RET Fe 
ae se id ale ee $86, 047, 089 $59, 023, 814 
Replacements (net retirements) -.....................-.-- 349, 671 | 178, 944 
Otes OCS OF Gaee OIOME. oo obec cccsdvdesnccnscac 86, 396, 760 | 27, 194, 002 
Pe EE MI tikt nic on wien ph seth nemantinbaakeoumennes | 160, 783 | 68, 117 | 
Total capital investment.......................... 86, 557, 543 | 27, 262, 119 | 59, 295, 424 
Operation and maintenance expense. -.-_............--.- | 7, 903, 045 | 2, 382, 142 5, 520, 903 
River POCUIMtION PRYMONGS.........cccccnsonccuacecececes i 3 ay 1, 500, 560 
Pe Sob edsciccian cab ndeskat smutisoknatssenakaek | 21, 241, 545 7, 399, 290 | 13, 842, 255 
Ie eee 30, 645, 150 | 9, 781, 432 20, 863, 718 


| 


The expenses listed above include all items except depreciation expense and 
have been taken from the annual reports by the Administration’s independent 
auditors, a nationally known firm of certified public accountants. The amounts 
are taken from the accounts kept in accordance with the Federal Power Com- 
mission’s uniform system of accounts for public utilities and licensees. Deprecia- 
tion expense is excluded, inasmuch as it is a noncash item representing the recovery 
of the capital investment in fixed plant and for the purposes of this pay-out 
report the amortization of the capital investment during the 50-year repayment 
period is controlling in lieu of depreciation expense computed in accordance with 
generally accepted accounting practice. Total depreciation expense for the 
period ending with June 30, 1950, was $6,240,101, of which $4,822,306 was 
allocated to power and $1,417,795 to nonpower. 

The foregoing tabulation indicates that of the total capital investment, as of 
June 30, 1950, 69 percent was allocated to power and the remainder to nonpower. 
The allocation of costs was made by the Federal Power Commission by order 
dated June 26, 1945. The Commission allocated the total cost of powerhouse 
and power equipment to power, the total cost of navigation locks to nonpower, 


! The nominal prime power of any project stated in average kilowatts is the result obtained by dividing 
the kilowatt-hours w hich would be generated at the project during the draw-down period of a critical year 
by the number of hours in the period. While this provides a convenient measure of the power contributed 
to the system by a project, it is not controlling in a determination of relative benefits at different projects 
because the percentage of the kilowatt-hours generated from water provided by upstream storage may differ 
widely at different projects. 
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and divided the total cost of joint facilities (dam, reservoir, fishways, etc.) equally 
between power and nonpower. Annual expenses for operation, maintenance, 
depreciation, and interest are allocated in the same manner. 

Although the basic power facilities and navigation works are installed, the 
Portland district engineer estimates that a small amount of construction work 
remains to complete the project. For the purposes of this report, the district 
engineer has estimated that future plant additions, exclusive of interest during 
construction, will be $1,498,772, of which $902,038 are allocable to power. 
Including estimated interest during construction, the allocation to power totals 
$913,313. This total of additional power investment is included in the pay-out 
schedules presented in this report. 

Cash receipts from power sales returned to the Treasury to June 30, 1950 on 
account of the power costs at project were: 


Paras RMU a2 TS GD A es me $34, 626, 000 

To reclamation fund in payment of river regulation benefits from 
shame et torand Coules Dam. 53... oe ee 1, 500, 560 
eS ee fe ee a eee ee Oe Oe See vies 8 36, 126, 560 


These repayments covered the power expenses of $20,863,718 shown above and 
left a remainder of $15,262,842 applied toward repayment of power capital 
investment of $59,295,424. Hence, 26 percent of power capital investment was 
repaid, although only 6 years, or 12 percent, of the 50-year repayment period had 
elapsed as of June 30, 1950. 

The nonpower costs are not specifically reimbursable and are thus met from 
general Federal revenues. In addition to the $9,781,432 of nonpower expenses 
shown above, nonpower depreciation expense for the period was $1,417,795. The 
latter represents the amount of nonpower capital investment recovered during the 
period from general Federal revenues. 

This report includes two pay-out schedules for the project. Schedule B-2A is 
the theoretical pay-out schedule designed to show the minimum annual payments 
required to repay the power capital investment together with expenses for opera- 
tion, maintenance, and interest during the 50-year repayment period. Schedule 
B-2, which is the actual pay-out schedule, is a summary of actual results to June 
30, 1950, together with a forecast for the future. The Bonneville Power Admin- 
istration estimates that revenues from power sales at its present level of wholesale 
rates will be adequate to meet required future payments, and that, in fact, addi- 
tional payments in excess of minimum requirements may be made in the current 
fiscal year and in one or more of the following fiscal years, although these additional 
extra payments are not incorporated in the pay-out schedule included in this 
report. Although the repayment pericd ends with fiscal vear 1994, scheduleB-2 
has been extended through fiscal year 2017 to be comparable with the minimum 
repayment period for the Columbia Basin project, on which a separate pay-out 
report has been prepared. 

Inasmuch as the actual repayment to date has been substantially in excess of 
minimum requirements, schedule B—2 shows that the power investment will be 
repaid in 1984, or 10 years ahead of the scheduled date of 1994, if the regularly 
scheduled payments are continued. Repayments of cash receipts to the Treasury 
for the account of the project in excess of minimum requirements to June 20, 
1950, were $6,561,694. The extra payments resulted in total savings of $269,415 
compared to the amount of interest expense that would have been incurred had 
only the minimum payments been made. The extra payments and interest 
savings thus total $6,831,109, the amount by which the actual repayment of 
$15,262,482 of the power capital investment exceeded the required repayment of 
$8,431,733 as of June 30, 1950. Each of the last two figures include repayment 
of the actual replacements (net retirements) of $178,944. 

Although the data shown in this report for the operating period through June 
30, 1950, have been taken or derived from the financial statements in the annual 
reports by the Administration’s independent auditors, the auditors had no part 
in or responsibility for the preparation of this report or the schedules or exhibits 
which it contains, all of which have been prepared by the Bonneville Power 
Administration based upon such actual data and upon estimates of future con- 
struction costs and annual expenses for operation and maintenance submitted 
by the Portland district engineer of the Corps of Engineers, Department of the 
Army. 
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ScHEDULE B-2 as or JUNE 30, 1950 


REPAYMENT OF FEDERAL INVESTMENT IN OPERATING EXPENSES, INTEREST AND 
CONSTRUCTION COSTS ALLOCATED TO COMMERCIAL POWER IN ACCORDANCE WITH 
THE REQUIREMENTS OF THE BONNEVILLE PROJECT ACT 


Following are two payout schedules on the Bonneville Dam project. Schedule 
B—2a is the theoretical pay-out schedule and is, in effect, a “‘control’’ schedule 
since it is designed to show the minimum yearly payments required to pay off 
the investment in favilities at the Bonneville Dam project allocated to power in 
50 years, or by the end of fiscal year 1994. 

Schedule B-2, the regular pay-out schedule for the Bonneville Dam project, is 
a summary of actual results to June 30, 1950, together with a projection of esti- 
mated costs and repayments throughout the repayment period similar to that in 
the original pay-out report and in Supplements No. 1 through No. 4, inelusive. 
The initial investment allocated to power and the related replacements have been 
scheduled to be repaid in the 50-year period ending with 1994. Thereafter, the 
repayment obligation consists solely of current costs for plant replacement and 
expenses. 

Although the established repayment period is 50 years, ending with fiscal 
year 1994, the fact that payments have been made in advance of schedule (i. e., 
in excess of theoretical requirements) will result in completion of the payout in 
only 40 years if the regular annual payments scheduled for the future are con- 
tinued. As of June 30, 1950, the actual payment on account of the project, 
exclusive of payments to the reclamation fund for river regulation benefits, were 
$6,561,694 more than the scheduled requirements. This result is obtained by 
subtracting repayment requirements to June 30, 1950, in the amount of $28,064,- 
306 as shown in column (9) of schedule B—2a from actual repayments of $34,626,- 
000 shown in column (11) of schedule B-2. 

The advance payment of $6,561,694 together with the resulting interest saving 
to June 30, 1950, in the amount of $269,415 ? make a total of $6,831,109 which is 
the amount by which the amortization of the investment is ahead of schedule as 
of June 30, 1950. This advance payment results in pay-out in the fiscal year 1984, 
which is 10 years ahead of the scheduled pay-out date of 1994. These advance 
payments, the subsequent interest savings as a result thereof, and the continua- 
tion of the regularly scheduled payments are the factors that effect the completion 
of the repayment 10 years ahead of schedule and create a surplus or overpayment 
of $17,696,400 at the end of the regular pay-out period ending with the fiscal vear 
1994. This surplus is indicated in schedule B-2 which may be summarized as 
follows: 

SUMMARY OF SCHEDULE B-2 as oF JuNE 30, 1950 


Detail of increase in gross Federal investment allocated to power: 
Expenses of operating and maintaining the Bonneville Dam 


project allocated to power, column (4) $68, 839, 873 
Interest on Federal investment allocated to power, column (5)_ ! 33, 717, 214 
Net additions to electric utility plant, column (6) 59, 937, 127 
Replacement investment in electric utility plant, column (7)- 48, 159, 662 

Total costs for the period allocated to power, column (9)_ 210, 653, 876 
Amount required to be paid to the reclamation fund on 


account of river regulation benefits, column (3) 9, 378, 500 


Total requirements. - - ‘ ‘ ae 220, 032, 376 


Amount returned to Treasury in repayment of Federal investment 
allocated to power: 
Repayment to general fund of the Treasury, column (11) 228, 350, 276 
Amount paid directly to reclamation fund by Bonneville 
Power Administration on account of river regulation 
benefits saad net 24 9, 378, 500 


we } 


Total repayments per schedule B—2_-- 237, 728, 77€ 
tepayments in excess of requirements 17, 696, 400 
This is the amount of interest charged or to be charged annually to expense. In addition, interest duri 
construction capitalized as part of construction costs, amounting to $2,336,976 ($2,325.70! actual as of June 
30, 1950, and $11,275 estimated future additions) is repaid by amortization of construction costs allocated to 
power, column (6), 
? Schedule B-2a, column (3) shows interest expense of $14,111,670 Actual interest expense per column 


of schedule B-2 was $13,842,255, a saving of $269,415 due to repayments in excess of requirements. 
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Column 1—fiscal year 


Results through June 30, 1945, are shown in lump sums designated ‘'1945 and 
prior.” These are actual figures derived from the auditors’ report for 1945. 
Actual data are shown for fiscal years 1946 through 1950 as derived from financial 
statements in the auditors’ reports for those years. Estimates for the remainder 
of the repayment period are presented for each fiscal year of the period. Totals 
2 the entire period appear at the bottom of the schedule and are summarized 
above. 


Columns 2, 8, 4, 5, 6, 7, 8, 9, and 10—detail of increases in Federal investmen 
allocated to power 


These columns present the calculations of the gross amount that the Federal 
Government makes available each year for the project’s power operations. All 
funds for operating expenses, interest, plant additions, and replacements are made 
available by the Treasury,’ except for the relatively small amount arising from 
other sources as shown in column (8). All revenue receipts must be returned to 
the Treasury and are not available for those purposes. Consequently the schedule 
shows the details of the gross amount made available by the Government and the 
gross amounts returned to the Treasury in repayment of such Federal investment. 

Total operating expenses other than depreciation are shown in column (2). 
The amounts paid directly to the reclamation fund for river regulation benefits 
obtained by the Bonneville Dam from Grand Coulee Dam storage are deducted 
in column (3) to obtain the expenses of operating and maintaining the power 
portion of the Bonneville Dam project. The amounts required for the payment 
of river regulation benefits are not shown on the theoretical pay-out schedule B—2a 
as these are excluded from the repayment requirements to the general fund of the 
Treasury. The estimate of future operation and maintenance expenses has been 
prepared by the Corps of Engineers, operators of the project. The expense of 
operating and maintaining the Bonneville Dam project shows a decrease in the 
year 1950 of $94,073. Operating expenses for the fiscal year 1950 increased $4,649 
over fiscal year 1949. Maintenance expenses decreased $98,722 for the same 

riod. 
~ on expense on the investment allocated to power is shown in column (5). 
Interest expense decreased $216,808 for the year 1950 over year 1949. Part of 
this decrease is due to an adjustment made in the year 1949 and part is due to the 
decrease in the net Federal investment remaining to be paid. The estimates are 
computed from data in the schedule. The estimate for a given year represents 
2.5 percent interest on the net unpaid investment at the beginning of the year as 
shown in column (13) plus 2.5 percent on one-half of the amounts shown in columns 
(4) and (8) for the given year. 

Net additions to electric utility plant shown in column (6) are computed from 
the balance sheets in the auditors’ reports by subtracting the total electric utility 
plant accounts as of the end of each year from the amount at the end of the next 
year in order to get the net change for the year. The net increase in electric 
utility plant shown in column (6) of $196,956 for the year 1950 is made up of 
$47,126 additions to specific power facilities and $149,830 additions to joint 
facilities allocated to power. The iestimated additions in the year 1951 are made 
up of $333,734 of specific power facilities and in the joint facilities, dam and reser- 
voir $56,228, fishways $18,660 and buildings and grounds $46,934. For the year 
1952 the estimated additions are made up of $142,180 of specific power facilities 
and in the joint facilities, dam and reservoir, $134,433; fishways, $144,453; and 
buildings and grounds, $36,691. Construction in 1952 is estimated practically 
to complete the project. Interest during construction is included at 2.5 percent 
of one-half of each year’s estimated additions. One-half of the year’s additions 
is taken as the measure of average additions for the year. 

The requirements for replacements are given in column (7). Estimates for the 
future are based upon a detailed analysis of estimated service lives for various 
units of equipment. The estimates of future replacements were increased in the 
1949 pay-out report by 70 percent over the figures used in prior pay-out reports, 


8 Interest is not paid by the project, but a cost for interest is imputed inasmuch as the Treasury is assumed 
to have raised the required funds by bond financing. 
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This inerease was worked out in cooperation with the office of the district engineer, 
Corps of Engineers, and it is believed that it makes adequate provision for future 
costs on the basis of information available at this time. The schedule contem- 
plates that all replacements made during the 50-vear repayment period ending 
with 1994 will be repaid within that period even though the investment may be 
made within the closing years of that period, and the plant replaced may have a 
useful service life extending many years beyond the repayment period. 

Replacement investment for 1950 and prior years is the net cost of retirements. 
The over-all results achieved by columns (6) and (7) insofar as actual costs are 
concerned are that all electric-plant costs, including costs of retirements, costs of 
replacements, and credits for salvage, are incorporated in the schedule. The 
actual replacement investment is determined as follows: 

Each year’s increase in the reserve for depreciation is deducted from that 
year’s charges to depreciation expense. The resulting difference represents 
the net retirements which are taken as the measure of the replacement invest- 
ment. The data for this computation for past periods are obtained from the 
statements in the auditor’s reports.‘ 

The figures are: 


Fiscal year 


1950 
CYhineen ¢ nreciati SH) | $4 229 206 
Charges to depreciation expense : 3601, 688 D4, 822, 306 
Less increase jn reserve for depreciation . ieee 596, 575 +, 643, 362 
Replacement investment, column (7)---- ic Eire eater 5, 113 7S, 944 





The principal accounts, namely, Operation and maintenance expense, Interest 
expense, the Electric plant account and replacements are covered separately in 
columns (4), (5), (6), and (7). The amounts recorded in these accounts consti- 
tute the major use of funds required for this project. However, miscellaneous 
accounts also include both use and sources of funds. A summarization for fiscal 
year 1950 of the sources and uses of funds and the net change in other accounts 
as'set forth in column (8) is shown in table 1. A similar analysis for the period 
to June 30, 1950, is given in table 2. It is impracticable to estimate the amounts 
of the net change in other accounts from year to year and, therefore, the amount 
shown for the next succeeding year brings the total of these debit and credit 
accounts into balance. 

Column (9) indicates the increase in the gross Federal investment. It is the 
summation of the preceding detail columns. The figure is readily checked 
against the balance sheets in the auditors’ reports by computing the change in 
that item from year to year. A cumulative amount, which is the sum shown in 
the financial statements, is given in column (10). 


Columns 11, 12, 18, 14, and 15—Amount returned to Treasury in repayment of 
Federal investment allocated to power 


Columns (11) to (15), inclusive, indicate the amounts returned or to be returned 
to the Treasury in repayment of the expenses and costs of the project allocated 
to power. Annual repayments to the general fund are shown in column (11) with 
the cumulative total appearing in column (12). This cumulative repayment is 
deducted from the cumulative gross investment in column (10) to arrive at the 
remainder to be repaid as set forth in column (13). 

In order to present the total returns on account of the project, the amount 
returned to the reclamation fund as shown in column (3) and the amount returned 
to the general fund as shown in column (11) are totalized annually in column (14) 
and on a cumulative basis in column (15). 





‘See appendix I of supplement No. 1, Report on Repayment of Operating Expense and Construction 
Costs of Bonneville Power Administration, Bonneville Dam Project and Columbia Basin Project, for a 
complete statement on the procedure for replacement investment. 
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TABLE 1.—<Statement of application of funds and net change in other accounts per 
column (8) of schedule B-2 for the fiscal year 1950 








| 
| “Other ac- 


| All accounts 











counts’’ 
| 
Source of funds | 
Increase in gross Federal] investment a | $2, 185, 654 |_. 
Revenues from power sales allocated to Bonneville Dam project | 5, 605, 570 $5, 605, 570 
, : } 
Total source_........- Solan es, Geis 7, 79), 224 5, 605, 57¢ 
Uses of funds 
Net additions to electric utility plant : 956 | 
Replacement investment in electric utility plant ‘ | 
Increase in deferred charges ‘ 4 1,111 
Increase in current assets | 67, 504 
Operation and maintenance expenses 
Returned to general fund of the Treasury in repayment of Federal in- | 
vestment } 5, 418, 00 
Returned to reclamation fund on account of river regulation benefits | | 
from Columbia Basin project as 187, 570 187, 570 
Total uses oe ‘ 7, 791, 224 | 5, 674, 184 
Less other accounts source ee a : | | §, 605, 570 
. } ’ | > sae 
Net change in other accounts, column (8), schedule B-2 7 law 5 | 68, 6! 
| 





TABLE 2,—Statement*of application of funds and net change in other accounts per 
column (8) of schedule B-2, cumulative to June 80, 1950 





a ——— ee - 


“Other ac- 


All accounts counts” 


Sources of funds 
Investment of Federal Government (appropriations, etc.) 


Revenues from power sales allocated to Bonneville Dam project $36, 126, 560 














Current liabilities.........- 7, 355 
ees HOU OO cinadeccacdnchexd awe : 3 114, 792, 496 36, 133, 915 
Uses of funds | 
Inve nt in electric utility plant . ‘i . 59, 023, 814 
Replacement investment in electric utility plant 178, 944 
Current assets i ‘ ; ‘ 68, 008 | 68, O08 
Investment in deferred charges 32, 012 32, 012 
Maintenance and operation expense ~ : 5, 520, 903 | 
Interest expense 13, 842, 255 | - 
Returned to general fund of the Treasury in repayment of Federal invest | 
ment 34, 626, 000 | 34, 626, 000 
Returned to reclamation fund on account of river regulation benefits from | 
Columbia Basin account bin 1, 500, 560 | 1, 500, 560 
Total uses ‘ ‘ anekad 114, 792, 496 | 36, 226, 580 
Less other account sources i ; =a aon | 36, 133, 915 


Net change in other accounts, column (8), schedule B-2__-_- | 92, 665 











Schedule B-2A 
as of 6=30550 


BONNEVILLE DAM PROJECT 


THEORETICAL PAYOUT SCHEDULE 


REPAYMENT OF FEDERAL INVESTMENT IN OPERATING EXPENSES, INTEREST AND CONSTRUCTION COSTS ALLOCATED TO COMMERCIAL 
POWER IN ACCORDANCE WITH THE REQUIREMENTS OF THE BONNEVILLE PROJECT ACT 


(2) 


nses © 
Operating 
and 
Maintaining 
the 
Bonneville 
Dam Project 
Allocated 
to Power 
Excluding 


Depreciation 


Fiscal 
Year 


1945 & 
Prior 
19L6 
1947 
1948 
1949 
1950 
Total 
1951 
1952 
1953 
1954, 
1955 
1956 
1957 
1958 
1959 
aie 
1961 

1962 
1963 
1964 
1965 
1966 
1967 
1968 
1969 
1970 
1971 
1972 
1973 
1974 
1975 
1976 
1977 
1978 
1979 
1980 
1981 
1982 
1983 
198), 
1985 
1986 
1987 
1988 
1989 
1990 
1991 
1992 
1993 
1994 


$ 2,121,006 
6335755 
748 50k 
428 5179 
Bll, 766 
747,693 
¥5,520,503 
922,620 
971,350 
9445 5000 


945 GOO 


$47,101,873 


Total 


(3) 


DETAIL OF INCREASES IN GROSS FEDERAL INVESTMENT ALLOCATED TO POWER 


Theoretical 
Interest on 
Federal 
Investment 
Allocated 
to Power 


$ 7,395,830 
1,378,123 
1,361,957 
1,342, 736 
1,325,621 
1,307,403 

$11,111,670 
1,281,967 
1,261,489 
1,2h0,413 
1,207,260 
1,173,279 
1,138, b4h8 
1,103 ,319 
1,067,312 
1,030,405 


(4) 


Net 
Additions 
to Electric 
Utility 
Plant 


$57,690,099 
258,895 

188 ,939 
160, 734 
528,191 
196,956 
$59,023 ,01L 
455,556 
457,757 

0 


292 57 


953,799 
917,376 
880,043 
641,776 
845,579 
849,477 
851,147 
852,860 
854,615 
_ 813,388 
771,130 
Thala» 988 
718,193 
690, 728 
662 5577 
633,721 
624,32h 
604,818 
594,69 
58h.,32 
534,945 
432,453 
379,278 
32,773 
288,018 
250,344 
211,729 
172,148 
131,578 
68,707 
49,655 


_ 30,099 


$44,870,447 


$59,937,127 


(5) 


Replacement 
Investment 
in Electric 
Utility 
Plant 


$ 152,972 
4579 

75779 

0 

8,501 


5,113 
5 170, 5L 
79,917 
79,917 
79,917 
79,917 
795917 
102,823 
102,823 

102 ,823 


1,956,770 
1,863,750 
1,863, 780 
1,863,780 
142,718 
829,63 
829,63h 
629,634 
829,63 
829,634 
1,636,801 
1,636,801 
1,636,801 
1,636,801 
1,636,801 _ 
865947 
86,947 
86,947 
86,947 
86,947 
851,467 
851,467 
851,467 
851,467 


1,815,656 
1,815,656 
1,883, 745 


$34,129,386 


(6) 


Net 
Change 
In Other 
Accounts 


(7) 


Initial Federal Investment 
and Annual Gross Increases 


nnua. 
Amount 


24344546 


(8) 


Cumulative 
Amount 


$258,423% § 67,101,48, $ 67,101,148) 


53,022# 
3,625 
321,058 
10,812 
68 ,615 

ey 

92 665% 

0 


851,467 __ 
0 


0 


2,222,330 
2,310,80h 
25252, 707 
2,714,891 
2,325,780 

¥78,927,996 
2,647,395 
2,770,513 
2,265,330 
252325177 
2,198,196 
2,186,271 
2,151,1h2 
2,125,135 
2,078,228 
2,040,398 
2,134,507 
2,098, 08 
2,060, 751 
3,743,546 
3,747,349 
3,658,257 
3,659,927 
3,661,640 
1,942,333 
1,901,106 
2,545, 764 
2,519,622 
2,492,827 
2 465,362 
2,437,211 
3,215,522 
3,206,125 
3,196,492 
3,186,619 
34176,498 


69,323,814 
71,634,618 
73 887,325 
76,602 ,216 
78,927,996 


81,575,391 
84,345, 90L 
86,611,234 
88,843,412 
91,041,607 
93,227,878 
95 5379 4020 
97,494,155 
99,572 ,383 
101,612, 781 


103,747,200 


105,845,372 
107,906,123 
111,649 ,669 
115,397,018 
119,055,275 
122 , 715,202 
126,376,842 
128,319,175 
130,220,281 
132 766,05 
135,285 ,667 
137,778,494 
140,243 ,856 
142,681,067 
145,896,589 
149,102 , 714 
152 299,206 
155,485,825 
158 , 662 323 


(9) 


(10) 


Repayment Requirements 


50-Year Payout Basis 
Annual Cumulative 


Amount 


$ 12,266,926 
2,954,656 
3,078,228 
2,988,972 
3,425,475 


3,350,049 
2 ’ b93 
3,537,215 


3,600,378 
345915427 


1,616,271  160,278,59, 


1,566,892 
1,516,279 
1,464,400 
1,411,225 
2,121,2h0 
2,084,485 
2,046,811 
2,008,196 


1,968,615 __ 


~~I,076,57 
2 829,363 
2,610,311 


2,858 , 84h 


$186, 041,533 


161, 8L5 ,486 
163 ,361, 765 
16l; 826,165 
166,23 7,390 
168,358 ,630 
170,l4h3 115 
172 489,926 
174498 122 
176,466,737 


~ 177,543,315 


180,372,678 
183,182,989 
186,041,833 


3,591,427 


$156, 041,633 


Amount 


$ 12,266,926 
15,221,582 
18 299,810 
21,288, 782 
2h 714257 
28,064,306 


31,601,521 
355201,899 
3B, 7934326 
2,38, 753 
45,976,180 
49,567,607 
53,159,034 
56,750,461 
60,341,888 


63,933,315 _ 
67552h, 72 


71,116,169 
Thy 707,596 
78 5299 ,023 
61,890,450 
85,481,877 
89,073 ,30k 
92 ,66L, 732 
96,256,158 


__ 99,847,585 _ 
103,439,012 


107,030,439 
110,621,866 
114,213,293 
117,80, 720 
121,396,147 
124,987,574 
128,579,001 
132,170,426 


135,761,555 _ 


139,353 282 
1h2 ,94L, 709 
146,536,136 
150,127,563 
153,715,990 
157,310,417 
160,901,844, 
164,493,271 
166 ,084 ,698 
171,676,125 


~ 1755267,552 


178 858,979 
182 ,450,1406 
186,041,833 


Fiscal 


$5,834,558 
54,102 ,232 
53,334,808 
52,598 ,543 
51,887,959 
50,863 ,690 


Prior 
1946 
1947 
198 
1949 


1950 


47,817,908 
46,458,658 
45,065,427 
43,660,271 
42 4219, 986 
40,743,694, 1958 
39,230,495 1959 
37,679,466 1960 
36,222,546 1961 
34,729,203 1962 
33,198,527 1963 
33,350,646 
33,506,568 
33,573,398 1966 
33,641,898 1967 
33,712,111 1968 
32,063,017 1969 
_30,372,696 1970 
29,327,033 1971 
26,255,228 1972 
27,156,628 1973 
26,030,563 197k 
24,876,347 1975 
24,500,442 1976 
24,115,140 1977 
23,720,205 1978 
23,315,397 1979 
22,900,168 1980 
20,925,312 1961 
18,900,777 1982 
16,825,629 1983 
14,698,602 198) 
12,518,400 1985 
11,048,213 1986 
9,541,271 1987 
799965655 1988 
6,413,424 1989 


4,790,612 1990 
1,513,699 1992 
732,583 1993 


1957 


L904 


1965 


“Denotes red f 
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BONNEVILLE DAM PROJECT 


YMENT OF FEDERAL INVESTMENT IN OPERATING EXPENSES, INTEREST AND CONSTRUCTION COSTS ALLOCATED 


: IN ACCORDANCE WITH THE REQUIREMENTS OF THE BONNEVILLE PROJECT ACT 








(1) (2) (3) (4) (5) (6) 


\9 9) (10) 
DETAIL OF INCREASE IN GROSS FEDERAL INVESTMENT 






Allocated Directly to Expenses of 
to Power Reclamation Operating 
















Including Fund by and 
Requirements Bonneville Maintaining 

n Account Power the Tot 

f River Administration Bonneville Interest on Net Replacement ve t ‘ r A 
Regulation Dam Project Pederal ons Investment t Increase R al \ w 
Benefits from Inves tment tric in Electric a ; Ennual 

iscal Columbia Allocated ] Utility Swnulative —~“"Tn I . 
ts. Power z2 Plant 5 ) Amount Am -} i 











$ 2,121,006 $ 7,395,923 
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Total $76,216.37 $5,378,500 
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COLUMBIA BASIN PROJECT REPORT ON REPAYMENT OF CON- 
STRUCTION COSTS AND OPERATING EXPENSES AS OF JUNE 30, 
1950 


INTERIOR DEPARTMENT APPROPRIATIONS, 1952 





(Prepared by the Bonneville Power Administration, Portland 8, Oreg.) 
SUPPLEMENTAL Payout Report No. 5 as or June 30, 1950 
FOREWORD AND SUMMARY 


The Columbia Basin project, located in east-central Washington, was authorized 
by the River and Harbor Act of 1935 (49 Stat. 1028, 1039) and was reauthorized 
by the Columbia Basin Project Act (57 Stat. 14). The latter made the project 
subject to the Reclamation Project Act of 1939 (53 Stat. 1187). Authorized 
project purposes include flood control, improvement of navigation, regulation of 
stream flow, storage and delivery of stored water, reclamation, other beneficial 
uses, and generation of power as a means of financially aiding and assisting such 
undertakings. The payout requirements of the project are governed by the 
Reclamation Project Act of 1939 and the authorizing acts. 

The project’s principal features are Grand Coulee Dam and power plant, 
Franklin D. Roosevelt Lake, which extends to the Canadian border and has a 
useful storage capacity of 5,212,000 acre-feet, and irrigation works for the reclama- 
tion of 1,029,000 acres of arid lands lying generally south of the dam. Construc- 
tion and operation are by the Bureau of Reclamation of the Department of the 
Interior but power in excess of the project’s requirements is delivered to the 
Bonneville Power Administration for transmission and sale. The Bonneville 
Power Administration was designated marketing agent for the surplus power by 
Executive Order No. 8526, dated August 26, 1940, which was issued pursuant to 
the River and Harbor Act of 1935. 

The power plant will consist ultimately of 18 main generators, each with a 
name-plate rating of 108,000 kilowatts, thus making a total of 1,944,000 kilowatts. 
However, the main generators are capable of continuous operation at 120,000 
kilowatts each at full head. Fifteen of the main generator units are in operation,! 
and the remaining three are scheduled to be in service in calendar vear 1951. In 
addition to the main generator units there are three house units of 10,000 kilo- 
watts each, the last of which was placed in operation on January 24, 1951. One 
of these station service units is directly connected to the Bonneville Power Ad- 
ministration’s transmission system for serving the commercial load. The present 
15-unit power development has a nominal prime power capability ? of approxi- 
mately 1,058,000 kilowatts based on the most critical water vear of record (1936- 
37) and presently existing upstream storage (Flathead, Kootenay, and Coeur 
d’Alene lakes). When additional upstream storage becomes available at Hungry 
Horse Dam and other projects, the prime capability of the Grand Coulee power 
plant will be increased. 

The provisions of the Reclamation Project Act of 1939 in regard to allocation 
and reimbursement of costs are 

1. Construction costs may be allocated to irrigation, power, municipal 
water supply, flood control, navigation, and “Other miscellaneous purposes.” 
The latter includes such purposes as industrial water supply and river regu- 
lation. 

2. Construction costs are reimbursable except those allocated to flood 
control and navigation, 

3. Reimbursable construction costs, regardless of purpose to which allo- 
cated, are reimbursable without interest.® 


EE 
! Only 13 units were in operation as of June 30, 1950, but two additional units were completed and placed 
in service during the last half of calendar year 1950 
The nominal prime power of any project stated in average kilowatts is the result obtained by dividing 
the kilowatt-hours which would be generated at the project during the drawdown period of a critical year 
by the number of hours in the period. While this provides a convenient measure of the power contributed 
to the system by a project, it is not controlling in a determination of relative benefits at different projects 
because the percentage of the kilowatt-hours generated from water provided by upstream storage may differ 
widely at different projects. 





lhe Solicitor of the Department construed the repayment provisions of the 1989 act as not requiring the 
return of interest on any part of project costs Che 3 percent interest provision of section 9 (c) of the act is 
minimum rate requirement and does not demand the repayment of true interest on any portion of the 
onstruction costs. This is evidenced by the Solicitor’s interpretation that minimum power rates must 


return 3 percent on the power allocation without reduction for actual repayment of such allocation. 
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4. All expenses of operation and maintenance are reimbursable. No 
express provision is made for allocation of such expenses to purposes except 
for a requirement in section 9 (c) (which deals with power rates and not 
with allocation or reimbursement) that power rates as a minimum shall be 
sufficient to return, among other things, ‘‘an appropriate share of the annual 
operation and maintenance cost.” 

The act makes no reference to replacements. In cost accounting as prescribed 
by the Federal Power Commission, replacements are treated as construction costs 
by retiring replaced items from the construction cost accounts and by adding the 
cost of the replacements to such accounts; but for the purpose of payout account- 
ing for the Columbia Basin project, replacements are considered as expenses of 
the year in which they are made. 

An allocation of construction costs was made by the Secretary of the Interior 
pursuant to applicable statutes. The allocation is contained in a report on the 
project published as House Document No. 172, Seventy-ninth Congress, first 
session. The costs of the specific irrigation works were obviously allocated to 
irrigation. The costs of the multipurpose dam, reservoir, ete., were allocated 
as follows: $1 million to flood control and navigation, with the remainder divided 
56 percent to power, including future downstream river regulation, and 44 percent 
to irrigation. The 56 percent allocation was subdivided equally (i. e., 28 percent 
and 28 percent) to power at Grand Coulee Dam and to power at downstream 
power plants, existing and proposed, in view of the benefits to downstream plants 
in the form of increased prime power capability effected by Grand Coulee storage 
operations. Inasmuch as only Bonneville Dam is presently actually realizing 
benefits from such storage, the present allocation to commercial power consists of 
the Grand Coulee portion, 28 percent, plus the Bonneville Dam portion, 3.85 
percent, or a total of 31.85 percent, leaving 24.15 percent allocated to future 
downstream river regulation. The latter is a potential allocation to commercial 
power. When and if additional downstream projects, such as McNary Dam 
now under construction, realize benefits from Grand Coulee storage, an appro- 
priate portion of the allocation to future downstream river regulation will be 
reallocated to commercial power. Unless so reallocated, such costs will be 
returned from revenues from the sale of Grand Coulee power. 

The power plant at Grand Coulee Dam is in effect a joint facility, in that it 
will furnish substantial amounts of power for irrigation pumping as well as for 
commercial sale. However, the bulk of the pumping load will be supplied during 
the summer months of high stream flow, and will thus be provided largely from 
secondary energy rather than from prime power. On the basis of anticipated 
relative usages and relative values of secondary energy, the costs of the power plant 
were allocated 744 percent to irrigation and 92% percent to commercial power. 
This allocation applies to the power plant with only 15 main generator units. All 
of the cost of the sixteenth, seventeenth, and eighteenth units will be allocated to 
commercial power. 

The nominal allocation of $1 million to flood control and navigation is actually 
based on navigation rather than flood-control benefits. However, the project 
will provide substantial flood-control benefits when the Corps of Engineers’ main 
control plan for the Columbia River Basin is completed. The reservoir of the 
project is an important unit in that plan and will be operated with other large 
projects to achieve substantial control of floods. To enable the project to operate 
for flood control under the plan, construction modifications estimated to cost 
$250,000 will be made. In view of these facts, a substantially greater allocation 
of costs to flood control and navigation will ultimately be justified. 

The accompanying schedule 1 sets forth the present official estimate of the 
cost of the project when completed and the allocation of those costs in accordance 
with the Secretary’s allocation report. 
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ScHEDULE 1.—Allocation of construction costs as of June 30, 1950 


Flood | 
ves control | Commer- 
all : 
Total and navi- | cial power 
gation! | 


Future 
river regu- | Irrigation 
lation 


| 
A. Allocation of current official estimate 
of construction costs: 

Dam, reservoir, ete $165, 300, 000 |$1, 000, 000 | $52, 329, 550 $39, 678, 450 | $72, 292, 000 
Power plant (15 units) | 96, > 50, 000 |_.. ..--| 89, 678, 7 7, 271, 250 
Irrigation works... } 418, 5 24, 000 Liha Badia eat ; 418, 524, 000 
Subtotal. - ---- "680, 774, 000 | 1,000,000 142, 008, 300 | 39, 678, 450 | 498, 087, 250 

Units 16, 17 and 18 | 16,350, 000 ae ail 16, 350, 000 


| 697, 124, 000 | 1, 000, 000 158, 358, 300 | 39, 678, 450 | 


B. Current estimate of subsidy: | | 
Total allocation to irrigation... ..-.|..-- | 498, 087, 250 

Less payments by water users: $85 

per acre, 1,029,000 acres-_-- ‘A Niekatenaas ‘ 87, 465, 000 


ae A ole 410, 622, 250 
Pumping power revenues (to 

fiscal year 2017)... .-- il 
Less operation and mainte- 

nance assigned to pumping 

power... 11, 389, 238 | 
Less replace ments ‘assigned to 

pumping power | 4,862, 412 | 16, 251, 650 34, 248, 350 





Subsidy from power if paid by | | 
fiscal year 2017. - .- ’ | 376, 373, 900 
Less additional pumping power 

revenues if payout is ex- 
tended to fiscal year 2044: 

Pumping power revenues 

(2018-2044) .......-- 2 

Less operation and mainte- | 

nance (2018-2044) __. ee | 4, 738, 500 | 

Less replacements ome | 

ec cdnchasenpnescunrp cael | 2, 625, 696 








Irrigation subsidy from com- 
mercial power revenues if pe- 
riod is extended to fiscal year 














1 Exclusive of an estimated amount of $250,000 for proposed modification of outlets for Sitameds pur- 
poses. This amount would be nonreimbursable. 


In addition to the allocation of costs as summarized above and in schedule 1, 
an allocation of repayment responsibility has been made. Such an allocation is 
required by the fact that costs allocated to irrigation exceed the repayment ability 
of the water users; hence, such excess must be reimbursed from otber proje ct 
revenues. The allocation of repayment responsibility may be summarized as 
follows: 
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Tote) ecebirustiok dat. 2 or 8 oS See ee: 1 $680, 774, 000 
Less nonreimbursable allocation to navigation._._..........--- 1, 000, 000 


Total reimbursable construction costs_......-..-_____.- 679, 774, 000 
Less estimated payments by water users: 
For irrigation pumping power- o feces 2 50, 500, 000 


For construction costs__- .- - a SE oc 2 87, 465, 000 


137, 965, 000 





Less operation and maintenance ($11,389,238 2) and replace- 
ments ($4,862,412 2) on power plant allocated to irrigation 


pumping - - - -- ; eee : 16, 251, 650 

131, 713, 350 

Construction costs to be returned by commercial power revenues. _ 558, 060, 650 
Amount to be returned by fiseal year 2017__- ~~ ~~~ : eer 383, 745, 830 
Amount to be returned by extension of repayment period _ -_ _- -- ~~ 174, 314, 820 


1 Exclusive of estimated costs of $16,350,000 for units 16, 17 and 18 and $250,000 for flood control modifica” 
tions. 
? These amounts are totals for the 75-year repayment period ending with fiscal year 2017. Reference to 
schedule 1 reveals that this total of $558,060,650 to be repaid from commercial power revenues consists of: 
Allocation to present commercial power $142, 008, 300 


Allocation to future river regulation_- , 39, 678, 450 
Irrigation subsidy (excess of amount allocated to irrigation over repayment ability of water 
USCS)». nc pimieaek devia tna et hagbes Pe e Sb cena s 376, 373, 900 


558, 060, 650 


As shown in the lower portion of schedule 1, this total and the subsidy will be 
reduced by $15,936,804 of estimated additional net irrigation pumping power 
revenues if the repayment period is extended, as provided by the present agree- 
ment, 27 years to fiscal year 2044 to accon.plish repayment of costs in excess of 
those covered by the 75-year repayment plan. 

The Bonneville Power Administration and the Bureau of Reclamation entered 
into a memorandum of understanding dated January 31, 1946, governing the 
operation and payout of the project on the basis of a 15-unit development. At 
that time the last three units were not authorized. A separate report on the 
cost of the last three units and their allocation is contained in the report to the 
Secretary printed as House Document No. 64, Eighty-first Congress, first session. 
The parties will enter into a supplemental agreement covering the operation and 
payout of those three units. This payout report covers only the 15-unit project. 

The essential features of the payout agreement are as follows: 

1. The payout period was fixed at 75 vears, fiscal year 1943 to 2017, inclusive. 
This period (designated as “the minimum repayment period’’) began with the 
first vear after initial commercial power production and extends for 50 years 
after the last block of land is expected to receive irrigation water. 

2. Commercial power revenues in excess of requirements for operation, mainte- 
nance and 3 percent interest on power construction costs will be devoted first to 
the repayment of the interest-bearing power investment. Revenues from irriga- 
tion pumping power and payments by the landowners on construction costs will 
be applied as received to the repayment of expenses allocated to irrigation and to 
the repayment of construction costs allocated to irrigation. When the power 
investment is repaid, excess commercial power revenues, together with net irri- 
gation pumping power revenues and payments by the water users for construc- 
tion costs, will be applied to repayment of irrigation construction costs. For the 
purposes of the payout report, the allocation to future river regulation is lumped 
with irrigation construction costs and both are to be repaid from Grand Coulee 
revenues without interest, except that when and as the allocation to future river 
regulation is reallocated to commercia! power, it will be repaid with interest as 
a commercial power allocation. 

3. The memorandum of understanding provided for the repayment of a fixed 
amount of construction costs, namely, $505,459,180 (together with operation and 
maintenance, interest and replacements) during the minimum repayment period, 
that is, the period ending with fiscal year 2017. This amount of construction 
costs represents the 1945 estimate of the costs of the dam, reservoir, power plant, 
ete., and the 1940 costs of the irrigation works. The agreement provides that any 
excess of actual costs over this figure will be repaid by extension of the repayment 
period beyond fiscal year 2017. Of this total of construction costs to be repaid 
during the minimum repayment period, commercial power revenues will repay 
$383,745,830, and the water users will repay $121,713,350. This latter sum repre- 
sents gross payments by the water users for both pumping power and irrigation 
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construction costs after deducting operation and maintenance and replacements 
applicable to irrigation pumping operations. 

4. All of the costs of operating and maintaining the multipurpose dam, reservoir, 
etc., are repaid from power revenues. 

The memorandum provided also that the Columbia Basin project would keep 
cost accounts, as well as payout accounts, covering the power investment and 
operations in accordance with the Federal Power Commission’s system of ac- 
counts. The principal differences between the two types of accounts are: 

1. Interest is computed at the rate of 24 percent per annum in the cost accounts 
but at 3 percent in the payout accounts. Although repayment of interest is not 
legally required,‘ the memorandum provides that 3 percent interest on power 
construction costs as well as the irrigation subsidy will be repaid from power 
revenues. 

2. Construction costs in the cost accounts include interest during construction 
but the payout accounts do not include interest during construction in such costs. 

3. The cost accounts include depreciation expense based on estimated service 
lives of the facilities, but the pavout accounts provide for amortization of the con- 
struction costs. 

4. Replacements are treated as construction costs (by retiring replaced or re- 
moved items from the plant accounts and adding the replacement to such ac- 
counts) in the cost accounts but as annual expenses in the payout accounts. 

The actual expenses incurred to June 30, 1950 on both the cost and payout 
bases and assigned to power operations are summarized in schedule 2. Theschedule 
also shows the net revenues on a cost-accounting basis, the excess of amortization 
on the pay-out basis over the original schedule, and the source of revenues on both 
accounting bases. On the cost basis, net revenues to June 30, 1950 in excess of 
expenses were $18,360,781. On a pay-out basis repayments of construction 
costs and replacements in excess of the original schedule were $13,000,303, as 
analyzed in detail in schedule 3. It is estimated that, on the basis of results to 
date and assuming a continuation of payments scheduled for the future, the power 
investment will be repaid by the end of fiscal year 1977, or only 35 years after 
commencement of commercial power generation. 

The Bonneville Power Administration estimates that revenues from the sale 
of power at its present level of wholesale rates will be adequate to meet future 
payments required from commercial power revenues in accordance with the mem- 
orandum of understanding. 


ScHEDULE 2.—Columlia Basin project—expenses incurred to June 80, 1950, and 
allocated to present commercial power in the cost and payout accounts 


Cost ac- Payout ac- 
counts counts 
Operation and maintenance... $10, 540, 066 1 $12, 206, 578 
Depreciation . 5, 131, 588 
246 percent interest on power investment 19, 636, 487 


} percent interest on power construction costs 
Scheduled amortization of power construction costs and replacements 





$5, 308, 136 40, 690, S24 





Total expenses or payout requirements. - 35 
Net revenues in excess of costs 18, 360, 781 
Amortization in excess of schedule a 13, 000, 303 
Total revenues or repayments (details below . 3, H68, 917 53, 691, 127 
Source of total revenues or repayments: 
Commercial power revenue payments from Bonneville Power Admin- | 
i ation a 53, 618, 680 53, 618, 680 
Miscellaneous electric revenues 1, 682 
Miscellaneous income, net : 45, 555 4 72, 447 
53, 668, 917 53, O91, 127 


Includes $1,666,512 of expense allocated to irrigation in the cost accounts but to power for repayment 

Purposes 

? Includes replacements of $414,512 

§ The $4,682 of pumping power revenues was assigned to power in the cost accounts but to irrigation in 
the payout accounts. 

4 Includes $26,892 of multipurpose miscellaneous income allocated to irrigation in the cost accounts. See 
schedule 4 

4 See footnote 3 re Solicitor’s Opinion. Since there is no legal requirement for the payment of interest on 
any portion of the construction costs, any amounts collected in excess of the construction costs (and, of 
course, operation and maintenance costs), regardless of whether designated as interest for accounting or 
other purposes, are available for the return of construction costs. Hence, there is no requirement for power 
revenues to return interest as well as irrigation subsidy. 
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ScHEDULE C-2 (Revisep as or JUNE 30, 1950) 


PAYOUT OF OPERATING EXPENSES AND CONSTRUCTION COSTS ALLOCATED TO COM- 
MERCIAL POWER WITH 3 PERCENT INTEREST AND PAYOUT OF OPERATING EXPENSES 
AND CONSTRUCTION EXPENDITURES ALLOCATED TO IRRIGATION AND RIVER 
REGULATION 


Schedule C-2, payout schedule for the Columbia Basin project, presented here- 
with, shows actual results to June 30, 1950, and estimated amounts of repayments 
and costs for the remainder of the repayment period. The payout report of June 
30, 1945, gives a detailed description of the C-2 schedule issued with that report. 

Totals of power and irrigation costs at the end of 2017 have remained sub- 
stantially the same on the payout schedules as presented in the various supple- 
ments of payout reports. The total interest expense has increased some due to the 
later reports’ reflecting higher construction costs for power facilities and thus 
increasing the interest base. The estimates of replacement costs have been rear- 
ranged somewhat but have not been increased. At the bottom of the C-—2 schedule 
is an estimate of irrigation costs remaining to be repaid after year 2017 amounting 
to $174,314,820. Ifthe yearly repayment amount for year 2017 were continued after 
that date, the $174,314,820 would be paid off in 27 years or by year 2044. The 
Bureau of Reclamation reports that this is within the estimated useful life of the 
irrigation facilities. 

Column No. 2 of the payout schedule shows the amount of power revenues ap- 
plied on account of the Columbia Basin project. Through fiscal year 1950 the ac- 
tual amounts applied have been in excess of the required amounts as shown on the 
C-—2 schedule in the June 30, 1945, payout. Following is a schedule entitled 
“Statement Showing Amount of Repayments to the Reclamation Fund From Com- 
mercial Power Revenues in Excess of Repayments Required by the Memorandum 
of Understanding” (schedule 3). This schedule shows that through the period 
ending June 30, 1950, the repayments from commercial power revenues have been 
in excess of originally scheduled requirements by the amount of $13,000,303. 

The miscellaneous income shown in column No. 3 of the pay-out schedule for 
the years through fiscal year 1950 differs from that shown in project’s revenue 
and expense statements in the commercial audit reports. In the audit reports 
the income resulting from joint facilities is partially assigned to irrigation and 
flood control based on the allocation of 44 percent to irrigation and 56 percent 
to power. For pay-out purposes all of the miscellaneous income attributable to 
joint facilities is assigned to power based on the fact that power stands all of the 
operating and maintenance expenses of the joint facilities and repayment of same. 
A reconciliation follows (schedule 4) of miscellaneous income shown on the audit 
schedules with amounts shown on pay-out schedule C-—2 for the years from the 
start of operations through fiscal year 1950. 

The actual operation and maintenance expenses for the years from start of 
operations through fiscal year 1950 as shown in column No. 5 differ from the 
amounts shown in the commercial audit reports. As mentioned previously, the 
operation and maintenance expenses shown on schedule C-2 include all of the 
operation and maintenance of the multipurpose facilities whereas the audit allo- 
cates 44 percent of the joint operation and maintenance to irrigation. The oper- 
ation and maintenance on the pay-out does not include an allowance for depreci- 
ation as is shown in the audit schedules. The pay-out is reported on a different 
basis in that replacements are provided for as a separate item and the investment 
is amortized over the repayment period. 

Some consideration has been given to changing the basis for reporting operation 
and maintenance expenses in the C-—2 schedule. The memorandum of under- 
standing between the Bureau of Reclamation and Bonneville Power Administra- 
tion covering repayment provisions of the Columbia Basin project provides that 
specific power is to pay all of the operation and maintenance oe of the 
multipurpose facilities. A method of changing the schedule would be to transfer 
the 44 percent of joint operation and maintenance (the irrigation allocation) to 
column 19 of the C-—2 schedule along with the 7% percent of specific power opera- 


tion and maintenance expense that is allocated to irrigation. This would make: 


more money available for repayment of power costs and result in some reduction 
in interest. The operation and maintenance expenses allocated to irrigation in 
this manner would eventually be repaid by power revenues but at a later date 
in the repayment period. 
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ScnEepuLe 4.—Reconciliation of miscellaneous income shown on the audit schedules 
with amounts shown on pay-out schedule C—2 














| ada | Deduct 
. \ ts | 
Total | ee [pe neereen | FNS 0, 
| allocated | —, | Adee” | 1950, data 
Period | to power | tion and | , : | oiatien Irrigation} Rental per 
| per audit | | ovigation | .SPecific | * reim- pumping | grazing | schedule 
j reports | “in audit | ERE | burse- | revenues | unuieed . 
| reports ! | ments ba , 
inti a “al a 6 . a ee ee 
Oct. 1, 1941, to June 30, | 
Rs ne et a | $9,198.05 | $7, 227.04 |........- Reamer te niceties A Sad a ein $16, 425 
Fiscal year: | 
a ae el | M9007 TB FUR ME i... wea Siete | caoneseentdccdeee ures 8, 565 
ia .--| 4,102.18 IN ER ec 1 > i idijaion ae eisai: iameieel 7,325 
1947 __ dd eahaesniccn at Ee | 14, 192.85 |$11, 138.61 ($1, 404. 63 | Z 5. A kcmmbe a .| 12, 973 
aida accident ster Rie | 14, 549.87 | 10, 784.02 | PURGE Aas chs nosstomewesege a 6, 873 
See aie ----| 7,833.69 | 24, 670.34 | 18,919.64 | 1, 080. 00 $514. 61 |..--- | 11, 990 
a haat bin ilinaunas | 4,645.85 | 56,800.85 | 7,276.82 |_....- Leah Cienniae $45, 873. 44 8, 296 
| 124, 432.83 | 48,119.09 | 3, 032. 63 514.61 | 45, 873. 44 | 72, 447 


Wes 2 | 45, 555. 20 


| ‘ ' 





‘In the audit schedules the miscellaneous income attributable to multipurpose facilities is allocated 44 
percent to irrigation and 56 percent to power. For payout purposes, inasmuch as power pays all of the oper- 
ating expenses of the multipurpose facilities, all of the income from multipurpose facilities is credited to 
power 


A reconciliation of the operation and maintenance costs shown on the audit 
schedules with amounts shown on the payout schedule is given below. 


Total opera- Add amounts allocated to | Operation 
ting expenses irrigation and main- 


de ts oo 
allocated to Deduct allow tenance 





Period power per i eS ae —" expense per 
audit reports Operation | Mainte- precaucn schedule 
. nance C-2 

Oct. 1, 1941, to June 30, 1944 $3, 438, 024. 44 $174, 171.99 $187, 377. 28 $1, 005, 626. 11 $2, 793, 947 
Fiscal year: 

1945 91, 185. 46 89, 893. 55 514, 637. 10 1, 902, 444 

1946 109, 012. 99 70, 709. 42 447,840. 94 | 1, 805, 873 

1947 66, 710. 95 65, 428.13 | 730. 63 1, 077, 003 

1948 107, 316. 59 61, 741. 89 2.68 | 1, 618, 644 

1949 : 83, 610. 75 245, 806. 60 | 7 02 1, 318, 315 

1950 ; 2, 499, 838. 34 88, 563. 99 224, 893.81 | hy 79 1, 690, 352 

{ER eee le 15, 671, 649. 01 720, 572. 72 945,940.68 | 5,13 27 | 12, 206, 578 


Column No. 6 shows 3 percent interest amounts computed on construction costs 
allocated to power. ‘The amounts for fiscal vear 1950 and prior are calculated on 
the average construction costs allocated to power. Similarly the estimated 
amounts for fiscal vear 1951 and subsequent vears are computed on the construc- 
tion costs remaining to be repaid at the end of the previous fiscal vear as shown in 
column 14 plus interest on one-half the current year’s estimated addition as shown 
in column No. 12. Column No. 11 includes 100 percent of replacements of 
multipurpose facilities. The memorandum of understanding provides that specific 
power should pay for the total multipurpose replacements but there is some doubt 
as to whether the intent of the agreement was to include the portion allocable to 
irrigation in the interest base. To remove these costs from the interest base the 
portion allocable to irrigation could be included in column No. 20, replacements on 
power plant allocated to pumping power. 

teplacements on dam, power plant, and appurtenant works are given in 
column No, 11. 
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The replacement procedure followed by the Columbia Basin project, although 
different in some respects than that followed by the Bonneville Power Admin- 
istration and the Bonneville Dam project,!® results in the inclusion of all plant 
costs in the pay-out schedule. The Columbia Basin project’s replacement 
procedure is outlined briefly as follows: 

A replacement may be defined as the construction or installation of plant in 
place of property retired. An analysis is made of construction work orders in 
order to determine the cost of plant units which replaced similar units, and the 
amount thereof is included in the replacement column in the pay-out schedule. 
However, if a betterment of a substantial nature resulted from the replacement, 
an estimate is made of the costs that would have been incurred if the replacement 
had been made in kind at current prices. This estimate is included in the replace- 
ment column and the difference between the estimate and the actual cost is 
included in the columns for construction costs. The cost of removal of plants 
retired, less the salvage credit for reusable material, is included in the columns for 
construction costs. Thus all plant costs, original construction, replacements, 
costs of removal, and salvage credits, are included in the construction and replace- 
ment columns of the Columbia Basin project’s pay-out schedule C—2. 

Construction costs as of June 30, 1950, as given in columns Nos. 9, 10, 11, 12, 
23, 24, 26, and 27 are also reported on a different basis from that shown in the 
commercial audit report. The amounts on the pay-out report do not include 
interest during construction and the depreciation reserve on general plant has 
been deducted therefrom. Depreciation on general plant equipment is charged 
as a cost element to other fixed plant items as they are constructed. The offsetting 
credit is the depreciation reserve. Therefore a part of the cost of the dam, reser- 
voir and appurtenant works, power plant, and irrigation works is depreciation on 
the general plant equipment. At June 30, 1950, the cost of instaliing generating 
units R7, R8, and R9 was $7,004,580. As these three units are not covered in 
the present memorandum of understanding the construction costs are not included 
in the C-—2 schedule. Following is a schedule showing the reconciliation of con- 
struction costs and replacements as shown on the C—2 schedule (schedule 5). 

The totals of construction and replacement costs for the 75-year repayment 
period as shown in the accompanying C—2 schedule are as follows: 

Construction costs and replacements allocated to commercial 

power-. na ; .. $210, 065, 888 
teplacements on power plant allocated to irrigation pumping- - - - - 4, 682, 412 
Construction costs allocated to irrigation and river regulation.... 363, 450, 880 


Total of construction costs and replacements..........--. 578, 379, 180 


At the end of the 75-year repayment period with the repayments as shown, 
there is a surplus of $316,064. 





© See appendix I of supplement No. | of the report on repayment of operating expense and construction 
costs of Bonneville Power Administration, Bonneville Dam project, and Columbia Basin project for a 
comprehensive analysis of the replacement procedure followed for the Bonneville Power Administration and 
the Bonneville Dam project. 
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i aoe 3 u 5 a 
Total 
Operation 
and 
Maintenance 
Total Expenses on 
Anount of Dam, Power 
Power Plant ana 
Revenues Appurtenant 
to be Applied Works to be 
on Account of Total Returned from 
Columbia Miscei- Revenues Commarc ial 
Fiscal Basin laneous and Income Power 
Year Project _Income _ (2+ 3) Revenues 
‘ota. 

June 30, 19hh 11,339,719 16,425 11,356, 1b4 2,793,947 
195 5,076,961 6,565 5,087,526 1, 902 y luli 
1946 6,000,000 7,325 6,007,325 1,805,873 
1947 6,000,000 12,973 6,012,973 1,977,003 
1948 6,200,000 6,873 6,206,873 1,628 ,6l 
1949 9,000,000 a eed Lome ones 
1950 10,900,000 10 1,690,352 

totals ve Date SHOTS «THAR SBT? «© taoeteTe 

Estimate for 
1951 ____.8, ,043 ,200__.10,000.__. 8,053 ,200___ 1, 700, 000. 
1952 9,506,470 10,000 9,516,470 1,830,000 
1953 1,910,012 
1954 2,025, 750 
1955 2,146,000 
1956 2,164,500 


2018 ~ 20kL 
Totals 













270,000 
1,012 147 


9,516,470 
9,328,900 





251,880,300 
937,022,397 









— : 








2,164,500 
356,017,310 
41,500 

2 840 





— sila 





3% Interest 
on 
Construction 
Costs Allocated 

to Commercial 
Power (3% 

on Preceding 
Years Amount 

in Col. 14 plus 


Remaining Revenues 
Available for Return 
of Construction Costs 
(Including Replacements ) 

Allocated to 


Commercial Power 


1/2 of Additions Amount 


__in Gol. 12) 


5,939,719 
2,478,961 
2,523,364 
2,637,576 
2,842,334 
3,176,456 


gib.t3s y 


3,541, 708 
3,450,841 
3,342 ,685 
3,225,406 
3,101,054 
2,973,526 
2,851,731 
2,733,800 
2,610,171 
2,475,690 
2,329,897 
2,190,589 
2,052,998 
1,903 ,599 
1, Ths, 183 
1,578,379 
1,43 ,252 
1,321,060 


989,655 
833,452 
722,760 
663,467 
529 ,606 
350,604 
179,288 
-0- 


11.095 275 





Annual Cumulative 

Total of 

(4-5-4) Col. 7 
2,622,478 2,622,476 
706,121 3,328,599 
1,678,088 5,006,687 
2,298,396 7,305,081 
1, 745,895 9,050,976 
4,517,219 13,568,195 
4,799,209 18,367,404 
18,367,000 18,367,04 


3,602 ,345__ 2, 750,855_21,116,259 


ky luh,762 25,263,021 
4,155,617 29,418,638 
4,148,035 33,566,573 
4,145,064 37,711,737 
4,250,916 41,962,653 
4,378, ub 46,341,097 
4,500,239 50,841,336 
4,618,170 55,459,506 


bk, 741, 799-60, 201,305_____ ou, 


4,876,280 65,977,585 
5,022,073 70,099 ,653 
5,161,381 75,261,039 
5,298,972 80,560,011 
5,448,371 66,006,382 
5,607,787 91,616,169 
5,773,591 97,389,760 
5,908,718 103,298,478 
6,030,910 109,329,388 


1,166,334 ___.6, 185, 586_ 115,514,974 








6,362,315 121,877,289 
6,538,518 126,115,807 
6,629,210 135,045,017 
6,638,503 141,733,520 
6,822,364 148,555,681 
7,001,366 155,557,250 


7,172,682 


7,352,970 


162, 729,932 
170,081, 902 
177,433,872 


——— 184, 785 , 842 


192,137,812 
199,489, 782 
206,841, 752 
214,193, 722 
221,545,692 
228,897,662 
236,249,632 
2k3 ,601,602 
250,951,572 


258,305,542 
265,657,512 
7,351,970 273,009,482 
7,164,400 280,173,882 
aT 287,338,282 
| 29h, 502 ,682 


O45 4928 262 


301 ,667 ,082 
308 ,831,1,82 
315,995 ,882 
323,160,262 
330,32ls ,682 
337,489,082 
34s ,653 , 482 
351,817,862 
358 , 982 ,282 
366 ,1's6,682 
33,3, 082 
330,475 , 82 
387,639 ,382 
394,804,282 


4+-—— +9, 968 ,632 


409,133,082 
416,297,482 
423,461,382 
430,626,282 
437, 790,682 
ls , 955,082 
US2,119, 482 


645,556,282 
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Construction 
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Dam, Reservoir 
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Power = 





38,835,195 
1,034,636 
1,136,331 
3,236,563 
~ 992 ,368 

517, 760 
967,187 


1, 758,304 


— 3519 ,425__ 


1,608,425 
573,300 


@Tnis schedule covers an installation of only fifteen min generator units at Grand Coulee Dam, 


Three additional main generator units estimated to cost $16,350,000 upon completion will be 


instailed in calendar year 1951. 


See note 6 for costs incurred to June 30, 1950 for these 
three units, the installation of which will cosplete the power plant. 6/ 





PAYOUT OF OPERATING 
COMMERCIAL 
AND CONSTRUCTION 





construction Costs and Replacement 
Allocated to Commercial Power 
Replacements = 
On Dam, Power 
























Appurtenant 
Works Allo- Tot 
rated t Kanual 


Commercial Total 





Plant and Remair 





IMBIA BA 











senerator | . 
EXPENSES AND CONSTR TION COSTS ALL 
POWER WITH 3% INTEREST AND PAYOUT F OPERATIN 
COSTS ALLOCATED TO IRRIGATION AND RIVER R 
hom a 
r River Re 
t pene ha 
Mar« as 
wer t 
Ex; 3 
- * A 
Regul Wa aL 
x 
x 
y900,¢ 
— 
>Ré 
ys 
8 
- 
4 1*> os ar 
= + + 2 = i = 
a, a a 4 4 
A. —4+- a A. 4 A 













2 1 
me eee 9 coe eee 


Commercial 
Power 
Revenues 


Return of 
Constcuct 





Amc t 
be Returned 
as of end 


of each year 











Available for 





16 











17 


Payments for 
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Irrigation and 
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1,369, 75C 
1,509 ,000 
1,646,250 
1, 780,500 
1,904, 750 
2,021,000 
2,128,250 
2,249 ,500__ 
368 , TSC 
2, 453 , O0C 
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2 ,» 708 , 500 
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Fiscal Year 1950 
Coulee Dan, Washington 
October 4, 1950 












































C—O 23 2u eA 25 = 27 28 29 oe Yee 
Remainder Available for 
» Return of Construction Cost Construction Costs Allocated to Irrigation nd River Regulation Remaining 
Allocated to Irrigation » Reservoir . ervoir “Amount to 
and River Regulation _ and Appurtenant and Appurtenant Power Piant Total be Returned 
) <—e Somlative Works Aliocatea Works Ailocated Allocated to Tnnual Gumulative at end of 
Annual Amount Total of to River to Irrigation Irrigation Amount Total of Each Year Fiscal 
. (18-19-20) Col, 21 Reguiation Irrigation __Pumping Works (23+2ie25426) Col. 27 (26 ~ 22) Year —s—i‘éYrre” 
fotal Thru 
0- -0- 29, uuB, TO 53,654,020 ae 7,821,590 90,924,350 90,924,350 90,924,350 June 30, 1944 
784,505 1,429,326 548,239 2,762,970 93,686,420 93,686,420 1945 
801,514 1,569,814 1,535,123 3,966,551 97 652,971 97,652,971 196 
69s Ub, 2,822 ,889 11,484,932 23,613,357 111,266,328 111,266,326 1947 5 
2,354,030 200, 751 19,803,482 22,358,262 133,62h,590 133,624,590 1948 
515 515 oe Teen Sve 22,936,222 156,560,812 156,560,297 1949 
4,682 5,197 1 T Wo Sud 44,012,244 200,573,056 290,567,859 1950 
5107 5,197 sae Base os rae ae 500,573,055 200,573,055 200,567,859 Totals to Date 
Estimate ror 
————— 5 ,100-____ 10,29 7. 2 5668 5 75_—____ ly , 862 , 000._5, 148 ,1 7%. 40, OL. , 21. —_ 52 , 689 , 965__ 253 , 26.3 , 022 e253 252, 724 —__1951 
7,617 17,9lu 1,249,575 2,222,000 500,000 22,153,369 26,094,944 279,357,965 279,340,052 1952 10 
~113 ,039 ~95,125 434, 700 792,000 700,900 17,345,622 19,272,322 296,630,287 298,725,ulz 1953 
=35 362 -130,487 362 ,050 659 ,636 550,000 9,055,000 10,626,686 309,256,973  309,387,U60 195u 
2,854 -133,341 oe Oe 373,071 8,690,000 9,063,071 318,320,044 328,453,385 1955 
463,176 329 ,835 “ ae ae 6,737,000 6,737,000 325,057, 0b 32h, 727,209 1956 
490,194 820,029 ~- o-. 7,640,000 7,640,000 332,697,044 331,877,015 1957 415 
656,185 1,476,214 351,979 641,285 7,500,000 8,493,264 341,190,308 339,714,094 1958 
866 327 2,342,541 351,978 641,285 7,300,000 6,293,263 349,483,571  347,1ul,030 1959 
—__—-- 869 , 471 3,212 , 012 351,978 — 64) ,265-—_7,,100,000___.8 ,093 ,263 357,576,834 354,364,822 1960_ 
915,750 4,127, 762 ao od 5,874, 06 5,874,046 363,450,680 359,323,118 1961 
1,055,000 5,182, 762 o- ~O- 363,450,860 356,268,118 196? 20 
1,194,250 6,377,012 ea er 357,073,848 1963 
1,333,500 7,720,512 355,740,368 1964 
1,470, 750 9,181,262 354,269,618 1965 
1,605,000 10,766,262 352,664,613 1966 
1,729,250 12,515,512 35,935,368 1967 25 
1,650,2u0 14,165,712 349,285,168 1968 
1,850,375 16,016,087 347,434, 793 1969 
—— 2 4,475. 18,050, 562 acavetiaeipentncanea tga tageeammanincene neieecanineiiinsinimaipmens seg Si mnnnie tO TO 
2,185,000 20,235,562 | 343,215,318 1971 
2,236,475 22,472,037 | 340,978 , 843 1972 30 
2,163,734 24,635,772 | 338 815,109 1973 
2,277,550 26,913,321 336,537,559 197k 
2,536,050 29,451,971 333,998 ,909 1975 
2,670,225 32,122,196 334,328 63) 1976 
2,695, 341 34,817,507 328 633,373 1977 35 
7,054,095 41,671,602 321,579,278 1976 
7,517,095 9,388,697 314,062,183 1979 
___— 8, 659 ,095__. 58 ,057, 792 sapiadiidetiaaeisielinsesdita + . 305,393 ,088___ 1980 
9,037,095 67,094,887 296,355,993 1964 
8,375,095 75 69 , 982 267,980,898 1982 40 
8,370,095 83,840,077 279,610,803 1983 
8,415,095 92,255,172 271,195, 708 4984 
9,548,095 101,303,267 261,647,613 1985 
9,758,095 111,561,362 | 251,889,528 1986 
9,664,095 121,225,457 22,225,423 1987 US 
8,995,095 130,220,552 233,230,328 1988 
9,698,095 139,918,647 223,532,233 1989 
—— 10,194 ,095-— 150,052, Tu2 al —213,396,136___. 1990 
10,138,095 160,190,837 203,260,043 1991 
10,155,095 170,345,932 193,104,948 1992 5 
6,948,525 177,294,457 186,156,423 1993 
673,525 185,967,962 177,82 ,890 1994 
9,570,525 195,538,507 167,912,373 1995 
9,987,525 205,526,032 157,92u, 848 199¢ 
9,200,525 214,726,557 108; 724,323 1997 Ss 
10,034,525 224,761,082 138 ,689, 798 1998 
9,294,775 234,055,857 129,395,023 1999 
—_ 9,196 ,525___ 243 ,252 , 382 nila — _ oo ms t —120,196 ,498._--—____. 2000 
9,090,275 252,342,657 2002 
8,984,025 261,326,682 2002 60 
1,779,775 263,106,457 2003 
5,452,525 268,558,982 2004 
7,859,275 276,418,257 2005 
8,923,025 265,341,282 2006 
6,812,775 292,154,057 2007 65 
8,763,525 300,917,582 62 ,533 ,298 2008 
7,628,275 308,545,857 54,905,023 2009 
7 522 ,025__. 316,067,882 = al 47,382,998 2010 
7,415,775 323,463,657 39,967,223 2011 
7,309,525 330,793,182 32,657,698 2012 70 
4,lu5,275 335,238,457 28,212,423 205 
5,313,025 341,051,482 22 399,398 20h 
7,466,775 348,518,257 Lu 932,523 2015 
7,776,650 356,294,907 7,155,973 2016 
1,472,037 _363,766,9h) Be ae (316,064) 2027 5 
Surplus 
363, 766, Slay 39,678,450 72 292,000 ,271,2 244,209,180 363,450,860 Totals 
478.958,727 542,725,672, 9 _ te cantante ———O=. AM 3820 11.920 = 537,765,700 4,959,971) 2018 - 204 
Surplus 
542,725,671 39,678,450 72,292,000 127,250 418,524,900 537,765,700 Totals 
OF THIS STATEMENT Copied by: 


Bonneville Power Administration 
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Summary and notes to schedule C—2 





Revenues from Bonneville Power Administration._........_-__- $675, 021, 150 
Payments from Bonneville Dam for river regulation benefits - - - - - 9, 378, 500 
en ae aera dae un 742, 447 
A ce tag re es Ae Re ee ed ee Lg 685, 142, 097 
Operating expenses (commercial power) -.----.---------------- 156, 017, 340 
529, 124, 757 

Interest on power construction costes... 2.2... 628 ne 77, 005, 275 
452, 119, 482 


Commercial power construction costs: 


Joint purpose plant allocation..........-.---- $52, 329, 550 
Power vue enOceWon... ..---. 6. ename ano 89, 678, 750 
NINERS oo ese won mince woken ve 68, 057, 588 


—————_ 210, 065, 888 


Power revenues available for return of construction costs allocated 


to river regulation and irrigation. ._..-_-_- ei tocctace &, aoe oe 
Fo nints SE SP IROOE SI no Soe a canara cuadwannswncuncus 137, 965, 000 


380, 018, 594 


Operating expenses (pumping power)-_...---------~- $11, 389, 238 
Replacements (pumping power) -...-------.------ 4, 862, 412 





— 16, 251, 650 
363, 766, 944 


River regulation allocation__...........-.-------- 39, 678, 450 


Joint purpose allocation to irrigation._._._._......... 72, 292, 000 
Power plant allocation to irrigation pumping_------ 7, 271, 250 


eT rn ae cn a 244, 209, 180 


—_— 363, 450, 880 


RE ne Sie coe cra ee eect ee eco ance eke ees % 316, 064 


NOTES 


1. In the computation of the 3 percent interest on construction costs allocated 
to commercial power for the fiscal year 1950, net retirement costs, consisting of 
plant costs, removal costs, and insurance and salvage recovered, have been in- 
cluded in the construction costs allocated to commercial power. Such retirement 
costs for the fiscal year 1949 had not previously been included in construction 
costs. The 3 percent interest for the fiscal year 1949 has therefore also been 
revised to include net retirement costs to June 30, 1949. The resulting increase 
of $1,740 in interest for the fiscal year 1949 has been added to the interest of 
$3,516,995 for the fiscal year 1950. 

2. The memorandum of understanding dated January 31, 1946 between Bonne- 
ville Power Administration and the Bureau of Reclamation requires amortization 
of a fixed amount of project construction costs ($505,459,180) by the end of fiscal 
year 2017. An additional $1,000,000 is considered as a nonreimbursable alloca- 
tion to navigation under the authority of House Document 172, Seventy-ninth 
Congress, first session. The balance of the estimated project construction costs, 
under terms of the existing memorandum of understanding, is to be amortized 
after fiscal year 2017. By that date, water users’ obligations for payment of 
annual construction charges totaling $85 an acre will have been satisfied, and 
amortization of investment thereafter will be accomplished from net power 
revenues from the sale of Grand Coulee Dam power marketed by Bonneville 
Power Administration and from net power revenues from water users utilizing 
irrigation pumping power. Approximately 91 percent of the remaining amortiza- 
tion after 2017 will result from the former source and about 9 percent from the 
latter. 

3. As shown at the bottom of the pay-out schedule, it is currently estimated 
that there will remain after the year 2017, under the memorandum of under- 
standing, approximately $174,314,820 of irrigation construction costs to be amor- 
tized. Under the existing terms of the memorandum of understanding, this 
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amortization would probably be accomplished within about 27 additional years, 
or by about 2044. This date is within the currently estimated life of the major 
irrigation works. By the year 2044, also, there will have been deposited in a special 
account within the United States Treasury, under the terms of the memorandum 
of understanding, approximately $77,000,000 of payments on behalf of the project 
in excess of those required by law, the annual amount of these payments being 
an amount determined by computing 3 percent of the then unamortized power- 
facility investment. 

4. Replacement costs shown in columns 11 and 20 of the pay-out schedule total 
the same amounts shown in the original pay-out schedule attached to the memo- 
randum of understanding. Under terms of the memorandum, revisions of these 
total amounts are to be made only on mutual agreement of the Administration 
and the Bureau. Replacement costs for future years are necessarily highly 
speculative, being conditioned by costs then existing, by the physical life of the 
property and by the percentage required to be replaced. It appears likely that 
actual replacement costs through 2017, at current day prices, might be substan- 
tially in excess of those shown on the attached schedule. Under paragraphs 
9 (f) (2) and 9 (f) (8) of the memorandum of understanding, if increased replace- 
ment estimates should be mutually agreed upon by the Administration and the 
Bureau, they would be met merely by an increase in the allocation to the Bureau 
of its share of revenues derived from sale of power from Grand Coulee Dam, 
without any lengthening of the pay-out period indicated in note 2 above. 

5. A similar situation exists with respect to revenues from irrigation pumping 
power, which are necessarily dependent on the amount of irrigated land served 
in any given year. A recent Bureau estimate would indicate a slight increase by 
2017 (about $3,900,000) in the anticipated irrigation pumping revenues. This 
revised estimate, if mutually agreed upon, would also be offset, under terms of 
the memorandum, with a slight decrease in the Bureau’s allocated share of Grand 
Coulee Dam revenues, again without material effect on the total pay-out period. 

6. The pay-out schedule and the memorandum reflect only pay-out of the 
15-generating-unit project authorized under House Document 172, Seventy-ninth 
Congress, first session. Three additional generating units were authorized for 
installation at Grand Coulee Dam by House Document 64, Eighty-first Congress, 
first session. The allocation of revenues from these units between the Adminis- 
tration and the Bureau and the determination of costs required to be returned will 
be the subject of a supplemental agreement. The house document indicates that 
anticipated revenues will be ample to return all expected costs within a relatively 
short repayment period. Costs incurred in connection with the three additional 
generating units amounted to $54,058 as of June 30, 1949, and to $7,004,580 as 
of June 30, 1950. These amounts are excluded from the pay-out schedule. 

7. Operating expenses shown in column 5 of the pay-out schedule inelude all 
costs arising out of the temporary wartime installation and removal from Grand 
Coulee Dam of two 75,000-kilovolt generators originally designed for Shasta 
Dam and later transferred, after the end of the war, to that location. 


Seuator Corpon. Does that also take care of the payment for the 
Bonneville transmission establishment? 

Mr. Raver. Yes, and we are much further ahead on our trans- 
mission system than we are on the dams, because we entered into 
contracts with the Army and the Bureau to pay out the dams over a 
50-year period and we took the swings on revenue on the transmission 
svstem. The swings on revenue have been very favorable to us so 
that we are away ahead of our 50-vear amortization schedule on 
Bonneville Power Administration transmission facilities. 

Senator Corpon. That is all properly set out in your report. I 
think it properly ought to be in the record because it represents a clear 
statement of the present financial situation from the standpoint of 
the Government of its investment in this particular venture. 

Senator Haypen. Are there any further questions anybody wants 
to ask the Doctor? 
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IRRIGATION CONTRACT AND SUBSIDY 


Senator ELLENpFR. This $85 that you spoke of that was a hability 
of the farmer, how does he put that up, in cash? 

Mr. Raver. No, he has a contract. 

This really should be answered by someone from the Bureau of 
Reclamation, because I have nothing to do with the way these are 
handled. I can be corrected perhaps if I am wrong. It is my 
understanding that the Bureau enters into a contract with the farmer. 
There is an agreement and the repayment schedule is worked out in 
that agreement. 

Senator ELLenpDeER. Is that a borrowed sum? 

Senator Haypren. The farmer is supposed to get on the farm and 
there is a period of time when he pays no construction amount to get 
himself going. 

Senator ELLENDER. When is that $85 paid? 

Senator Haypren. That is paid over the 40-year period. 

Senator ELLeNprEr. And there is an interest charge to that? 

Senator Haypen. There is no interest charged on that payment. 

Senator ELLENDER. The Government is carrying everything without 
interest. I did not know that. I want to look into those matters a 
little bit more. 

Senator Haypren. Let me explain one further feature: The farmer 
must pay on his construction over a 40-year period, so much a year. 
That is in equal payments. Then he shall also pay here the cost of 
operation and maintenance in addition to that. That adds up to the 
total cost of water for the crops that he grows for that vear. 

Senator ELLENDER. Assuming 1,000,000 acres, that is $85,000,000 
that is going to be required there in order to finance that. Now 
where does that money come from? 

Senator Corpon. It will be $85,000,000 if you are talking about $85 
an acre. 

Senator ELLeNpDER. That is right. Do we advance that to the 
Reclamation Service to purchase the land, or how is that handled? 

Senator HayprN. The land belongs to the Government, or a great 
part of it does. 

Senator ELLenpER. It is sold to these prospectors or landowners 
at around $85 and they pay for it over a period of 40 vears without 
interest? 

Senator HaypEen. Yes. 


RECLAMATION LAW 


Senator Corpon. Mr. Chairman, I wonder if I might give my 
colleague a little basic information: 

The reclamation law basically provided that a certain portion of 
moneys received by the Federal Government as a result of its disposi- 
tion of public land in the reclamation States should be paid into a special 
fund known as the reclamation fund. That money originated from 
the sale of public lands in the States affected. That money was used 
by the Reclamation Bureau as a capital fund from which to construct 
reclamation and irrigation facilities in the areas. It was taken from 
the fund and was repayable over a period of not to exceed 40 years, 
without interest. That was the basie philosophy in back of reclama- 
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tion. ‘The money arose in the areas, it was expended in the areas and 
repaid from the areas. The only difference between that, may I say 
to my friend, and the money that has been expended for the purpose 
of improving navigation on ‘the Mississippi River is that with respect 
to the navigation, that is expended from the General Treasury of the 
Federal Government and is never repaid, either with interest or 
otherwise. 

Senator ELtenpER. It is the same as yours. There is no difference, 
there. 

Senator Corpon. Exactly. Well, the difference is in dollars. The 
difference between that and reclamation is that in reclamation the 
Government gets back its principal without its interest. 


UTILIZATION OF POWER FACILITIES 


Now in later years, as reclamation operations developed, the lands 
that were easily reclaimed, where there would be no great expenditure, 
then where more expensive structures were necessary in order to do 
the same job and there was as a result of the structure water going to 
waste, there was installed power facilities which simply used that water 
going to waste, and because it was an integral part of the reclamation 
system it was deemed sound to use the net proceeds from that added 
facility for the purpose of helping repay the over-all cost. 

Now that over-all cost exceeded what the Reclamation Bureau had 
set as the maximum amount that the landowner could repay himself. 
In other words, there was a bigger investment per acre than a reason- 
able charge to the landowner would meet. That was met out of the 
net receipts from power sold that was generated as an adjunct to the 
whole reclamation project. 

The power installation in those cases was a part of the reclamation 
operation, but to the extent that it was chargeable to power, there is 
interest charged on it. To the extent that the over-all project is 
dedicated to reclamation, under the basic philosophy there is no 
interest. 

The power aspects at Coulee, at the Grand Coulee Dam pay 3 
percent interest to the Federal Government. That portion of the 
dam dedicated to reclamation does not. But the amount paid by the 
landowner, whether he takes title from the Government or whether 
he gets water on his land supplied by the Government, the amount 
he pays is that portion of the total cost, which the Secretary allocates 
to reclamation as against what it allocates to power. It is that 
portion of that allocation which the Secretary has found the land- 
owner can repay. The balance of the amount allocated to power is 
then charged to power revenue and the power rate must be so fixed 
as to retire first the principal of the power allocation and the interest 
on the deferred part, adding the operating cost, and leaving a net 
amount equal to whatever charge must be met on the irrigation de- 
ficiency or subsidy. 

That is just a thumbnail picture of it. 

Senator ELLEnpDER. I understand it, but Senator, do you think it 
was right to extend these payments over 100 years rather than 50? 

Senator Corpon. One can say, “Which is better; over 100 years, 
or never?” because we never pay it on flood control and we never pay 
it on navigation. 
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We justify that by serving something in the national interest. In 
the case of flood control, we pay back nothing. In the case of naviga- 
tion, we pay back nothing. So it is not open to as much criticism as 
one might think when you take a look at it. 

Senator Ex.Lenper. That is what I want to do. I want to get a 
little more information on it. I have been for it and I want to be 
for it all the time. 


FINANCIAL STATEMENT OF BONNEVILLE SYSTEM 


Mr. Raver. Might I give you three figures that might be of interest 
to you in connection with our operation: Since we started operating 
this power business up to June 30 of last year, not including this 
year’s operations, there are three figures which show the relative 
importance of amortization, operation, and interest. We have paid 
out of our revenues, $47,693,316 as operating expense. We have paid 
$52,659,109 in interest, and we have amortized $66,088,647 of invest- 
ment. Those three figures total practically what we have taken in in 
revenue. But most of our revenues are not going to operating ex- 
penses, they are going to interest and amortization. 

Senator ELLenpER. That is for Bonneville? 

Mr. Raver. That is the whole thing. 

Senator ELLENDER. Grand Coulee? 

Mr. Raver. Grand Coulee Dam, Bonneville Dam, and the trans- 
mission system. 

Senator HaypeNn. Very well. We thank you, sir. 


ADMINISTRATIVE EXPENSES 
PURCHASE OF PASSENGER MOTOR VEHICLES 


Senator Haypen. I will place in the record the amendment sub- 
mitted by the Department on page 6, line 6, requesting an increase 
from 12 to 22 in the limitation on the number of passenger motor 
vehicles that may be purchased during the fiscal year 1952 by the 
Bonneville Power Administration and ask Dr. Raver if there is any 
additional information he wishes to give the committee on this 
amendment. 

(The amendment referred to is as follows:) 


ADMINISTRATIVE PROVISIONS 
(Estimate, 22; act, 17) 
(P. 6, line 6) 


Page 6, line 6, strike out the word “‘twelve’’ and insert in lieu thereof the word 
“twenty-two”’. 
HOUSE REPORT 


In the House report no statement is made concerning the committee’s action 
on this item. 
JUSTIFICATION 


This amendment restores the 10 additional passenger motor vehicles requested 
in the budget estimate. Due to the expansion of the operations and maintenance 
program these 10 passenger motor vehicles will be required throughout the 
system for supervision of the survey, design, and construction of facilities and 
inspection of materials contemplated in the fiscal vear 1952 program. Extension 
of the transmission system into new areas has resulted in greater requirements 
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for vehicles to transport men to points for operation, maintenance and power 
business activities. Experience in fiscal vear 1951 has indicated an unsatis- 
factory situation on passenger cars which will be corrected with the addition of 
these vehicles. 

Mr. Raver. We will have replacement for old vehicles. Our people 
have looked at this from a cost point of view, from the efficiency of 
running old, broken-down vehicles, and replacing them as our opera- 
tions expand. My own recommendation is that that amendment not 
apply. 

LIMITATIONS ON TRANSFER OF FUNDS 


Senator Corpvon. Mr. Chairman, I would like to ask the Doctor a 
question with respect to the statement that appeared in our report 
in regard to flexibility in allocating appropriations. 

That appeared in the Senate report as I recall it and was authority 
insofar as the Senate was concerned, and it was not denied otherwise, 
for a transfer of funds with certain limitations set out in those reports, 
to give the Administrator leeway in minor changes that might come 
up as a result of conditions that could not be foreseen, such as an 
unexpected, especially large call for power in an area where provisions 
had not been made, and an opportunity perhaps where exp ‘ted in- 
crease had not come about and in another area where perhaps some 
little minor thing in the way of minor construction was found to be 
necessary that bas not been foreseen, could transfer its funds among 
the items which had been listed by the Administrator as being his 
justification for his total and which had been adopted by the Congress 
in setting its appropriated amount. 

In your opinion, should that item again appear in the Senate report? 
In other words, has it been of any value to you? Do you need it or not? 

Mr. Raver. It is of great value to us. 

We cannot make program adjustments except by going back 
through the Bureau of the Budget, anyway. We do not have the 
freedom entirely that vou indicate, there. 

Senator Corpon. The report indicated that from the standpoint 
of the Congress transfers could be made by going to the Bureau of the 
Budget and it indicated congressional approval of the procedure 
within the limits set up. 

It seemed to me it was a proper provision and I wanted to have 
your views on it. 

Mr. Raver. From an administrative point of view it is a very 
important procedure for us, especially in times such as these when 
we are having difficulties in getting deliveries of material at one spot 
and we might be able to do something at another spot that we other- 
wise might not be able to do. 

I probably should not raise this at this point since you are about to 
close the hearing, but your question raises something that is very 
important to us today along that line. 

In connection with the Valhalla substation which was the amend- 
ment before you first, this morning, we put out telegraphic bids for 
transformers at that substation and received a good price and a very 
good delivery date from one bidder. We thought we would probably 
have action on this in time to state whether we would accept the bid 
or not. As it turns out, the action on our supplemental did not come 
as soon as we anticipated and today is the last day for me to accept 
that bid. 
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Now we can handle it by making a program adjustment. I do 
not want to do it though if it seems to be prejudging what your action 
is going to be on this supplemental. 

Senator Corpon. I would say, Mr. Chairman, that in view of the 
fact that we should have reasonably good action on this matter and 
unless there appears to be some very real objection to this appropria- 
tive item which was allowed on the other side already, that we might 
well give an informal approval. 

Senator Haypren. The House has not acted on it. 

Senator Corpon. Then I am entirely in error. I got this mixed up 
with the first one. 

Mr. Raver. It is a question of whether or not the program adjust- 
ment authority that you spoke about is something that might permit 
us to commit ourselves for the purchase of these transformers. 

Senator Haypen. If perchance something happened and this extra 
$3,000,000 was not allowed, could you use that equipment some place 
else in your system? 

Mr. Raver. Unfortunately, I don’t think we can, because these 
transformers are being purchased for a specific delivery of power at a 
specific voltage. It is a combination that you just do not have in 
your substations generally, so I do not believe it would be honest to 
say that we could use them. 

Senator Corpon. As much as I would like to help out, here, I don’t 
see how we can permit it. 

This subcommittee could say, ‘‘Well, in our view, if we have a good 
price and this seems to us a sound step forward in the over-all picture, 
and we have no objection,” but our full committee might take a 
different view—the Senate might and the House might. 

Senator HaypEn. The only thing I could possibly suggest is to 
possibly get these folks to give you a little extension of time under 
the circumstances. 

Mr. Raver. We will do the best we can, sir. Thank you very 
much. 

Senator Haypren. Thank you, gentlemen. 


GEOLOGICAL SURVEY 
Surveys, INVESTIGATIONS, AND RESEARCH 
HOUSE ACTION 


Senator Haypen. We will now take up the appropriation for the 
Geological Survey, appearing on page 23, line 12, of the bill. 

The House committee allowed the full amount of the 1952 budget 
estimate, $22,900,000, which amount was reduced on the House 
floor to $21,900,000. 

The Department is requesting that the full amount of the estimate 
be allowed, and I will place the justification in the record at this point. 

(The justification referred to follows:) 


83686—51—pt. 1-9 








128 INTERIOR DEPARTMENT APPROPRIATIONS, 1952 


Surveys, INVESTIGATIONS, AND RESEARCH 
(Estimate, $22,900,000; act, $18,882,000) 
(House hearings, pt. 2, pp. 827-857) 
(P. 23, line 12) 


Page 23, line 12, strike out ‘'$21,900,000” and insert in lieu thereof 
**$22 900,000”, the estimate, or an increase of $1,000,000 in the appropriation. 


HOUSE REPORT 


“The budget estimate of $22,900,000 is reeommended for approval by the 
committee for the activities of the Geological Survey. This compares with an 
appropriation of $18,882,000, as reduced under section 1214 of the General 
Appropriation Act for the current fiscal year. 

“Topographic surveys and mapping.—The estimate of $8,930,000, representing 
an increase of $1,650,000 over the current-year base, has been approved for a 
program financed by direct appropriation, State cooperative offerings, and an 
allocation from Missouri River Basin development funds. 

“Geological and mineral resource surveys and mapping.—For this activity 
$6,130,000 is recommended, representing an increase of $1,720,000 above the 
current-year base amount. The increase is to provide for acceleration of mineral 
resource studies, increasing the scope of investigations of mineral fuels, expansion 
in general service geologic mapping and remodeling space in the Denver Federal 
Center. 

“Water resource investigations.—These investigations provide basic water facts 
required for economical development and best use of the Nation’s water resources. 
An appropriation of $6,015,000, representing an increase of $797,000 above the 
current year base, is recommended. 

“Soil and moisture conservation.— The estimate of $41,000, which keeps the 
activity under this heading at the same level as the current year, is approved by 
the committee. 

“Classification of lands.— The committee recommends $354,000, as requested in 
the budget for investigation and classification of Federal lands with respect to 
mineral and water resources. This represents an increase of $31,000 over the 
current-vear base. 

“Supervision of mining, oil, and gas leases.—'The budget estimate of $910,000 is 
recommended for approval. This is $65,000 in excess of the base amount for the 
eurrent fiscal year. Inereased funds for 1952 are to provide an operating stall 
about 25 percent greater than in 1944 to handle a workload approximately 200 
percent greater. 

“General administration.— The estimate of $520,000, representing a $55,000 
increase over the amount available for the current year, is approved.” 


JUSTIFICATION 


The amendment restores the $1,000,000 reduction made on the floor of the 


House. This amount is distributed to activities as follows: 
Activity 4 ppropri- Budget esti- House bill, Restoration 
F . ated, 1951 | mate, 1952 1952 | requested 
(a) Topographic surveys and mapping $7, 500, 000 $8, 930, 000 $8, 430, 000 $500, 000 
(5) Geologic and mineral resource surveys and 
mapping - 4, 420, 000 6, 130, 000 5, 880, 000 250, 000 
(c) Water-resources investigations 5, 278, 000 6, 015, 000 5, 765, 000 250, 000 
(d) Soil and moisture conservation 41, 000 41, 000 41, 000 
(e) Classification of lands 328, 000 354, 000 354, 000 4 ae et 
(f{) Supervision of mining and oil and gas leases. 850, 000 | 910, 000 910,000 |... .__. 
(g) General administratoin ; acta 465, 000 620, 000 520,000 |.......- 


Total___. --| 18,882,000 22, 900, 000 21, 900, 000 | 1, 000, 000 
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A breakdown of the restoration request by objects of expenditure follows: 


Personal services - - - - ~~ ---- $680, 000 | Other contractual services _- $50, 000 
Raa ater nied = he's wes 70, 000 | Supplies and materials - - ~~~ 70, 000 
Transportation of things_ - - 10, 000 | Equipment.-.-......-.---- 95, 000 
Communication services ___- 5, 000 —_—_--—— 
Printing and reproduction _-_ 20, 000 TOweui.s.ceueisi.s 1, 000, 000 


(a) Topographic surveys and mapping.— Upon the declaration of a state of 
national emergency last fall, the Geological Survey reoriented its mapping program 
to take care of the requirements for typographic mapping related to the national 
defense. These requirements exceed considerably the Geological Survey’s present 
production capacity. In order to satisfy these minimum requirements for na- 
tional security, as presented by both civil and military agencies, a total expenditure 
of slightly more than $100,000,000 for the 6-year period beginning with fiscal year 
1952 will be required. It is planned to reach this maximum rate in 1953 or 1954 
and the program for 1952 is an orderly step in this direction. Unless the proposed 
cut of $500,000 for this activity is restored, further delay is inevitable in providing 
sufficient map coverage for national defense. 

(b) Geologic and mineral resources surveys and mapping.—The needs for increased 
supplies of mineral and mineral-fuel raw materials to meet the requirements of 
increasing industrial production are painfully obvious. It follows that increased 
effort must be made to discover and evaluate as many new domestic sources of 
these raw materials as possible. The rates of use already exceed rates of discovery. 
Consequently, it is urged that this item be restored to $6,015,000, the budget 
estimate. 

(c) Water-resources investigations.—Restoration of the $250,000 for water- 
resources investigations is urgent in the face of water requirements for defense 
mobilization. Water demands have increased as demonstrated by the rise in 
use and per capita consumption in areas of intense concentrations of population 
and ha re there has been industrial expansion vital to the welfare and defense of 
the Nation. National security depends on production which requires that total 
supply be adequate to meet aggregate needs to the extent that each defense 
locality be amply supplied. Prerequisite to this security there must be a knowl- 
edge of the quantity of water in streams, lakes, surface and underground reservoirs, 
and how varying conditions affect that quantity; the chemical and physical 
properties of water with respect to use; the extent to which our water resources 
have been put to use; and the changes that result and affect further use of water 
that is used over and over again. <A reduction in the program recommended will 
result in a decrease in the amount of essential water information collected. 


STATEMENTS OF WILLIAM E. WRATHER, DIRECTOR, GEOLOGICAL 
SURVEY; GERALD FITZGERALD, CHIEF TOPOGRAPHIC ENGI- 
NEER, GEOLOGICAL SURVEY; WILMOT H. BRADLEY, CHIEF 
GEOLOGIST, GEOLOGICAL SURVEY; CARL G. PAULSEN, CHIEF 
HYDRAULIC ENGINEER, GEOLOGICAL SURVEY; HAROLD J. DUN- 
CAN, CHIEF, CONSERVATION DIVISION, GEOLOGICAL SURVEY; 
GLENDON J. MOWITT, EXECUTIVE OFFICER, GEOLOGICAL SUR- 
VEY; AND JOHN L. RAMSEY, BUDGET OFFICER, GEOLOGICAL 
SURVEY 


GENERAL STATEMENT 


Mr. Wraruer. | have a brief statement, Mr. Chairman, which I 
will read or not, as you wish. 

lam grateful for the opportunity to appear before this committee 
to answer any questions that you may have regarding the proposed 
budget for the Geological Survey for fiscal year 1952 as recently 
passed by the House of Representatives. I wish to address myself 
partic ularly to the 1-million-dollar cut made by the House below the 
$22,900,000 figure in the President’s budget and recommended by the 
House Appropriation Committee, 
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Over the years, Survey programs have lagged far behind national 
needs. Each time the Nation faces an emergency this lag becomes 
apparent, and determined efforts are made to fill the need quickly. 
In this emergency period, I feel that I should stress the effect of the 
cut on the defense effort. 


TOPOGRAPHIC MAP COVERAGE 


In the field of topographic mapping, the Survey is again faced with 
the same dilemma that has confronted it during every previous 
emergency period. During both World Wars, the Nation became 
sharply aware of the critical lack of adequate topographic-map cover- 
age, but little could be done on short notice to relieve the situation; 
Once again there is an increased demand for topographic maps, not 
only from the Department of Defense but also in connection with 
other work directly or indirectly related to the defense effort. The 
Survey’s topographic mapping program has been rather specifically 
planned for the next few years, based on a combination of military 
requests and civil needs that either directly tie in with the defense 
program or reflect normal long-range needs. The curtailment of the 
topographic mapping program in 1952 would delay a part of that work 
for a year and make more difficult the expansion necessary in the 
following year if the requirements for mapping are to be met in the 
time set for this work by the Department of Defense. 


WATER SHORTAGES 


Critical water shortages have been occurring with increasing fre- 
quency and intensity. The demands for water, as expressed by water 
use and per capita consumption, have risen with startling rapidity in 
industrial areas and where there are heavy population concentrations. 
The Nation’s security requires not only that the over-all supply be 
adequate but also that each locality upon which the Nation depends 
for production have an ample supply. Indispensable elements in 
providing this security are a knowledge of how much water is in 
streams, lakes, surface reservoirs, and groundwater reservoirs, and 
how that quantity changes under varying—natural—conditions; the 
chemical and physical properties of those waters and the uses to 
which they may be put; the extent to which the water resources are 
already being utilized; and for the water used nonconsumptively, the 
changes resulting from use that might affect subsequent use of the 
water. Any curtailment of the program as recommended by the 
House committee will inevitably result in a lack of highly important 
water information. 

Senator Corpon. This is an over-all investigation extending over 
the years, is it not? 

Mr. Wratuer. Yes, sir. 

Senator Corpon. I wish you would justify them on the basis of 
0 and not tie them in to national defense when they do not belong 
there. 

Mr. Wratuer. Funds requested for geologic and mineral resource 
surveys and mapping were, I believe, the absolute minimum needed 
to support a vigorous and timely program in support of the defense 
effort. All of our production, both for civilian and military pur- 
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poses, is dependent on minerals and fuels, and yet we are critically 
short on about 50 mineral commodities. In order to ensure an ade- 
quate supply now and in the years to come, it is essential that we in- 
crease significantly our rate of geologic exploration and investigation 
of potential mineral-producing areas. 


TRANSFER OF FUNDS 


Senator Corpvon. Do you not get funds from your Defense Min- 
erals Administration? 

Mr. Wratruer. Yes, we had some transfer of funds during the 
second and third quarters of this fiscal year, but none since then. In 
addition to yielding needed information on mineral supplies, the 
Survey’s geologic investigations contribute substantially to our mili- 
tary and civilian construction activities, permitting more economical 
and safer construction. In view of our power and civilian-defense 
requirements, I feel that we must push these activities as rapidly as 
we possibly can. In recognition of the critical need for these data I 
cannot but feel that to retard such activities at this time will not only 
be a detriment to the defense program but will ultimately result in 
Jarge additional cost rather than in economy. 

Senator Haypen. Now first as to the map. You say that every time 
we get into a situation like the present and anything has to be done, 
somebody wants a map. Unless you carry on your mapping program 
at a regular rate you cannot do that. 


PERCENTAGE OF COUNTRY MAPPED 


How long will it be before the United States will be totally mapped? 

Mr. Wratuer. I would like to have our chief topographic engineer 
speak on that. 

Mr. FirzGrraup. Nearly 50 years at the present rate. 

Senator Corpon. How much of it is mapped now? 

Mr. FirzGuraup. About 25 percent of it. 

Senator Corpon. You pick out the 25 percent that you felt needed 
it most? 

Mr. FrtzGrraup. We are doing only those areas that are the most 
urgently needed and as presented to us through the Bureau of the 
Budget and other sources. 

Senator Corpon. While it may be only 25 percent in area it repre- 
sents a good deal more than 25 percent in usage and demand? 

Mr. FirzGrravp. That is right. Yes, sir. 

Senator Corpon. I note here that you have yourself made a reduc- 
tion of $500,000 in this item in order to accommodate the million 
dollar reduction that was made on the House floor. 

You could vary that and add more to topographic surveys and 
mapping and take it out of somewhere else if you desired within 
the Department, could you not? 

Mr. Wraruer. That is right. We have allocated the House 
reduction according to the size of the program or the requested 
increases. Half to topography and the other half between geology 
and water. 

Senator Haypren. Every other civilized country in the worl is 
adequately mapped. 

Mr. Wratuer. Yes; the major nations. 
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Senator Haypren. There were figures here to show the British 
Government was spending more money keeping the maps of Great 
Britain up to date than we were spending on our entire mapping 
program. Of course, where there are military considerations as there 
are on the Continent of Europe, they try to keep it up to date as much 
as they can. 

There were transferred to you during the war considerable sums 
of money from the military appropriation to map certain critical 
areas in the United States. What are the prospects of any transfers 
of that kind now? 

Mr. Wrartuer. There have been discussions with the military on 
that very subject. We have had extended discussions with the 
military to get their ideas as to how the program should be revamped 
to meet the present situation. We have no assurance whatever of 
money so far from the military. In other words, it was agreed with 
the military sometime ago as you will recall that we would be the 
claimant for the funds necessary to carry on as much of the military 
mapping program as possible. 


REQUEST FOR MILITARY MAPPING 


Now, then, I might say that the military is at the present time 
asking us to do military mapping over and above the capacity of our 
entire plant. In other words, if we lay aside all civilian requirements 
and all civilian needs and industrial needs growing out of the defense 
effort, we still will be unable to meet military needs. 

Senator Corpon. You get no transfer? 

Mr. Wratuer. We have had some transfer this vear. In other 
words, we have had what amounts to loans or advances from the 
Army Map Service to accomplish certain photography so as to get 
into a program, but I would like to have Colonel Fitzgerald speak to 
that point. 

Senator Haypen. The point was that during the war we included 
in the military appropriations sums of money which could be trans- 
ferred to you to do the work. 

Mr. Wratuer. Yes, sir; and we received some. 

Senator Haypen. Are there any budget estimates or anything of 
that kind now where the military will come to you? 
Mr. Wratuer. Yes, there are. 


AMOUNT ADVANCED FOR AERIAL PHOTOGRAPHY 


Mr. FirzGerarp. This year whenthey asked us to increase our map- 
ping to include certain areas in which they were particularly interested, 
they advanced an amount of money—$200,000—to accomplish aerial 
photography before the leaves were on the trees, in order to map the 
area next year. 

The original amount requested was $1 million. We have not re- 
ceived that but we are curtailing our own normal civil program in 
order to accomplish that photography. 

This money is in the fourth military supplement which has not yet 
been approved. 

Mr. Wratuer. They have some money in their supplemental esti- 
mate for transfer to us. 
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COORDINATION WITH COAST AND GEODETIC SURVEY 


Senator ELLENDER. Are you familiar with the map making done by 
the Department of Commerce? 

Mr. WratHer. That is the Coast and Geodetic Survey; yes, sir. 

Senator ELLENDER. I| understood that inside, too, they were making 
surveys. They showed us a map. 

Mr. FrrzGrraup. They do no topographic mapping e xcept in con- 
nection with hydrographic charts of coastal areas and certain small 
areas for airport construction, at the request of the Civil Aeronautics 
Authority. 

All of the work that they do in ane mapping is turned over 
to us and is drafted and reproduced by the Geological Survey. 

However, the Coast and Geodetic Survey program is closely related 
to our mapping because we depend on them for the triangulation and 
other first-order control to carry on our topographic mapping program. 
The two Bureau mapping programs are related in this way. 

Senator ELiuenperR. Is there any duplication at all between your 
work and that done by Commerce? 

Mr. FirzGrraup. There is no duplication. It is a very carefully 
coordinated program. ‘Their control program is planned with us and 
it is carried out to meet our mapping needs. 

For nearly 100 years the Coast and Geodetic Survey have been 
doing this control. The network of first-order control across the 
country and into Alaska is done by this Bureau. We supplement 
this network by breaking down the control into smaller areas for 
mapping and we compile and publish the maps. 

Senator ELLENDER. Do you see any object in putting the two 
services under one? , 

Mr. FirzGrravp. Yes, sir; I do. The Coast and Geodetic Survey 
does a great many other things than triangulation. It is responsible, 
for instance, for hydrographic charting, which is boat work, and 
prepares charts of the coastal areas of the United States and_ its 
possessions as well as the larger rivers, for surface navigation. ‘They 
also compile aeronautical charts for civil aviation. That is another 
one of their jobs. 

Senator ELLENDER. That is the same kind of work as you do, It 
is topography. ‘That is why | am saying it is not relegated to coastal 
work. 

They appeared before us some time ago and said it would take 50 
or 60 years to complete a topographical map of the United States, as 
l remember. I may be in error in that. Is that the same as you are 
doing? 

Mr. FrrzGrratp. The reason it will take them so long to complete 
the aeronautical charts is that they depend on the topographic map- 
ping which we do to compile these ‘charts. Our mapping is on a very 
large scale, in comparison with the aeronautical charts, so that when 
an area is finished, it is turned over to them and they prepare this 
special map or chart for air use. 

Senator ELLENDER. Do you charge them anything for that service? 

Mr. FirzGerawp. Oh, no, sir. 

Senator ELLENpER. All the maps you turn over to them, of course, 
it is at Government expense but you get nothing from them? 
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Mr. FirzGeraup. There are dozens of agencies who receive our 
maps in thisway. Asa matter of fact long before we publish the map 
it is available to these agencies for their use. 


CHARGE FOR MAPS 


Senator ELLENDER. Do you dispose of any of your material to 
anybody? 

Mr. FrrzGeratp. Oh, yes. 

Senator ELtenpER. Do you charge so much for them? 

Mr. FirzGrraup. We charge for the printed map at a fixed rate, 
20 cents a quadrangle, but long before this is available in final form 
to the public the various Government agencies and the public can 
obtain on request, for a small sum, photographic copies of the large- 
scale, original, manuscript maps, which are needed for construction 
purposes, defense planning, and many other uses. 

Senator ELLENDER. What do you do with the funds you collect? 

Mr. FirzGrratp. The amount of money collected for sale of maps 
goes back to miscellaneous receipts, in the Treasury. 

Senator ELLeENDER. And must be reappropriated? 

Mr. FirzGeraxp. That is right. 

Senator ELLENpDER. You do not spend it? 

Mr. FirzGrratp. We do not spend it, no, sir. 

Senator ELLtenpER. To what extent does the Army or Navy impose 
on you in getting material for which they do not pay? 

Mr. FirzGrraup. They do not impose on us, sir, because they 
recognize that it is our responsibility to prepare this material for their 
use. 

Senator ELLENDER. I understand that, but because of this emer- 
gency do they require more maps from you than heretofore? 

Mr. FirzGerravp. That is right. 

Senator ELtenpeER. Are you asking for more funds in order to be 
able to make that available? 

Mr. FirzGeraup. We are, sir. 

Senator ELLenpER. To what extent? 

Mr. FirzGeraxp. It is difficult to separate the increase that we are 
asking specifically for the Army because we have built up a gradual 
increased program in an attempt to get the country mapped within 
20 or 25 years. 

Senator ELLENDAR. The reason I asked is that Commerce is asking 
for quite a bit more money for the maps that they made. 

Mr. FirzGrrap. That is right. 

Senator ELLeNpER. Are you familiar with the maps of the United 
States that are made by the Commerce Department, and used by the 
Army and the Navy and the Air Force? 

Mr. FirzGerap. Yes, sir, I am familiar with all the maps. 

Senator ELttenprerR. How do they differ from the kind you make? 

Mr. FritzGrratp. The maps that we make are large-scale, topo- 
graphic quadrangles. The maps that the Coast Survey makes are 
aeronautical charts for air use, or navigation charts of our waterways 
and they use the material that we furnish them to prepare their 
maps. It is really a combined responsibility. 

Senator ELLENpvER. For the interior of the country? 
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Mr. FirzGerap. That is right. 

There is no duplication. As a matter of fact, it really dovetails very 
well together. One service complements the other. 

Senator EttenpeErR. I did not quite understand it that way. I 
thought that they made their own maps of the interior. 

Mr. FrrzGrravp. No, sir, they do not. 

Senator Haypgen. Senator Cordon. 


AERIAL PHOTOGRAPHY IN MAPPING 


Senator Corpon. I have just one question. It has to do with the 
method or mechanics of topographic mapping, today. 

What percentage of your work do you do from aerial survey? 

Mr. FirzGeraup, Every map that we make is based on aerial 
photographs. Do you remember, sir, your visit to the Arlington office? 

Senator Corpon. I have it in mind. 

Mr. FirzGeravp. In some cases we still do part of the contouring 
in the field, if it is a very small contour interval, but we are gradually 
using the photographs to do more and more of the mapping. 

We do certain field operations to insure that the map is absolutel 
accurate and meets all the specifications, but the airplane inane 
and photogrammetry is being used more each year to make maps on 
all scales. 

Senator Corpon. They are greatly increasing the accuracy? 

Mr. FrrzGrratp. They are greatly increasing the accuracy, that is 
true. 

Senator Corpon. If there were a necessity for expediting photo- 
eraphic mapping in any given area, even though it might be a very 
large area, by the use of aerial surveys, you could expedite that very 
considerably? 

Mr. FrrzGrravp. That is right, although we are using to the maxi- 
mum extent now, aerial photographs. We do have equipment, how- 
ever, and we have techniques and methods developed over a period of 
years that would permit us to expand rapidly in order to accomplish 
mapping at almost any scale. 


COSTS OF MAPPING 


Senator Hayprn. What is the difference in cost in producing the 
normal map that you have now, and the way you used to do it before 
you had aerial photography? 

Mr. FrrzGeraup. That is an extremely difficult question to answer, 
Senator. 

In 1910, for instance, when we mapped Ohio, our costs were around 
$15 a square mile for a 15-minute quadrangle. That was the maxi- 
mum cost by ground methods. There was no aerial photography. 

At the present time, mapping at that scale costs us more than $100 
a square mile. That is due in part to the increased accuracy and also 
in part to the increased costs of everything we do. In no small part 
however it is due to increased accuracy. We have very rigid specifica- 


. 
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tions. We do not want to have to do it over again. 
Senator Corpon. You have done a remarkable job in topographic 
work over a great number of years. 
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RECORDS AND PLANNING IN THE UTILIZATION OF WATER 


Senator HaypEen. We will now get back to the water resources: 
Is a record that is spasmodic any good on streams or do you have to 
have it over a period of years? 

Mr. Wratuer. This has to be over a period of years, in order to 
give all the ups and downs caused by climate and rainfall. In other 
words, a short record is nowhere nes uly as good or reliable for planning 
as a record over a number of years. 

Senator Haypren. We have found that out to our sorrow in the 
West, where we thought we had the water but did not have a long 
enough series of years of record and a dry cycle comes and you are 
in bad shape. 

The President recently had a water resources commission appointed 
and it was found that it wasn’t a question of water in the West but a 
scarcity of water throughout the United States by reason of the growth 
of the municipalities and their demands for water. It impressed me 
for that reason, that there are streams even in the humid sections of 
the United States where no records have been kept that there is a 
water need. Is that correct? 

Mr. Wratuer. That is true. The great trouble with our records 
to date is that they cover too short a time on the whole. As a matter 
of fact, there are a very limited number of adequate records that go 
back as far as 50 vears. 

In order to meet the requirements of present-day planning and 
utilization of water, we need a continuous record over longer periods 
of time and we need a more thorough network of stream gauging in 
order to tell whether or not the supply is adequate especially within 
the smaller areas 

Senator Haypen. Water is getting to be in all parts of the United 
States one of the scarcest commodities that we have. That is the 
impression I get from these reports. 

I have read the House record here and the assumption is that in 
making this cut that you can shift it around some way or another 
and you can get along. 

Your argument is that to do an efficient job you ought to have the 
amount of mone y allowed by the Bureau of the Budget. 

What happe ned to you when the Congressmen voted this percentage 
cut last year? 

Mr. Wraruer. It required a revamping of our whole program, mak- 
ing adjustments all along the line in order to absorb the cut. 

It just merely means that you do less work of the type which you 
really ought to do. 

Senator Corvon. You had to absorb part of the extra voluntary cut 
that the President imposed on you, too, did you not? 

Mr. WraTueEr. Yes, sir. 

Senator Corpon. That was over and above the congressional 
directive. 

Senator ELLENDER. To what extent did you decrease the number of 
people you worked as a result of that cut? 

Mr. Wraruer. I will ask Mr. Ramsey for that. 

Mr. Ramsey. There was no curtailment of people. 

Senator ELLENDER. You had the same force? 


Mr. Ramsey. Yes. 
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Senator ELLeENDER. Where did you reduce expenses? 

PS Mr. Ramspy. The $500,000 cut was below the appropriated amount 

for 1951. The appropriated amount, however, was considerably 

KS greater than the previous year’s total. 

e Senator ELLENDER. What would you have used that $500,000 for if 
you had it? 

Mr. Ramsry. We would have used it for topographic surveys and 
mapping, for geological surveys and water resource investigations. 

Senator ELLeNpDreR. Why could you not have done it if you had the 
same people on there? 

Mr. Ramsery. Well, sir, the 1951 appropriation made by Congress 

| was greater than the 1950 appropriation. We received, then, a 
A $500,000 allocation of this cut made by the President, which still 
. left us with a greater amount of funds than we had the previous year. 

Senator Haypren. Gentlemen, we thank you. 

Mr. O’Manoney. I notice that the House has made only three cuts 
and some of it on mapping. It seemed to the members of the com- 
mittee to be a very valuable service and perhaps we could find some 
way of restoring some of that, I don’t know. I know that the mapping 
is essential from every point of view in the development of our minerals 
in the country. 

Topographic mapping ought to be completed more rapidly than 
seems to be possible. 

BUREAU OF MINES 
CONSERVATION AND DerVELOPMENT OF MINERAL RESOURCES 
HOUSE ACTION 


Senator Haypen. The next item is under the Bureau of Mines, 
appearing on page 25, line 1, of the bill. For the appropriation 
“Conservation and development of mineral resources,’ the budget 
estimate is $18,700,000, and the House committee and the House 
allowed $17,950,000, or a reduction of $750,000 under the estimate. 

The Department’s proposal is to restore the $750,000, allowing the 
full amount of the estimate, $18,700,000. 


JUSTIFICATION 
The justification filed by the Department will be inserted in the 
record at this point. 
(The justification referred to follows:) 

CONSERVATION AND DEVELOPMENT OF MINERAL RESOURCES 
(Estimate, $18,700,000; act, $17,408,000 plus $250,000 supplemental) 
(House hearings, pt. 2, pp. 860-883) 

(P. 25, line 1) 


Page 25, line 1, strike out $17,950,000” and insert in lieu thereof ‘‘$18,700,000’’, 
the estimate, or an increase of $750,000 in the appropriation. 


HOUSE REPORT 


“For the Bureau of Mines the committee has approved appropriations totaling 
$24,280,000. This is a reduction of $341,100 below the appropriation available 
for the current year after the reductions under section 1214, and represents a 
decrease of $750,000 below the amended budget estimates. 
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“Of an estimate of $18,700,000, the committee recommends approval of 
$17,950,000 for conserving and developing mineral resources including fuels and 
minerals and metals, and controlling mine fires. 

““Fuels.—The budget estimate for activities under this heading total $11,219,500, 
and has been approved in not to exceed the amount requested for research and 
engineering investigations on coal and its utilization; for engineering and other 
research on the development and production of petroleum and natural gas; for 
the development of processes for the production of synthetic liquid fuels; and also 
for research on helium and its uses. The budget program under the heading fuels 
has been approved as presented, except insofar as adjustments may be necessary 
for increasing the sum to be available for control of fires in inactive coal mines. 

‘‘ Minerals and metals.—The original 1952 budget estimate for investigations 
and research in the field of metals and other minerals amounted to $6,680,500, 
as compared with $5,949,058, base amount for the current fiscal year. A sup- 
plemental estimate of $750,000 was considered for work at Laramie, Wyo., on 
the recovery of alumina from anorthosite rock and clay. Undertaking such a 
program at this time is not justified, and this supplemental budget request is 
denied. Subject to the absorption of funds for control of fires in inactive coal 
deposits, the request for minerals and metals activity is approved as proposed 
infthe budget. 

“Control of fires in inactive coal deposits —The budget estimate for this activity 
is]$50,000 for the fiscal year 1952 as compared with the base amount of $306,196 
available for the current fiscal year. For controlling or extinguishing fires on 
publicly owned lands or those in inactive or abandoned deposits on private 
property, the committee has approved $356,000. This sum is to be absorbed 
from the total appropriation approved for the conservation and development of 
mineral resources.” 
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JUSTIFICATION 


The amendment restores the $750,000 reduction made by the House in the 
budget estimate. This amount is for the following activity: 


| j 
| Appropri- | Budget es- | House bill | Restoration 








Activity | ated 1951 | timate 1952) 1952 | requested 
1, Fuels: | 
a i aS ea Ge iil $2, 018, S07 | $2,060,000 | $2,060,000 |_....-...-.. 
(6) Petroleum and natural gas___...___- siwat Spe Oee 1, 256,000 | 1, 256, 000 Pea eter 3 
(c) Synthetic liquid fuels_____-...._~-- slesbi 8,115,180 | 7,809,000 | 7,809,000 }...........- 
(d) Helium.. aS eo wil 94, 500 04, 500 | GE Se eae 


2. Minerals and metals: | 
(a) Ferrous metals and alloys................- eed : 308, 500 2, 308, 500 








(b) Nonferrous metals____- | |! , 000 | 2,907,000 $750, 000 
(c) Nonmetallic minerals_- | 42, 000 792, 000 |. ‘2 Lat 
(d) Mineral research, unclassified ; 7 9 | 673, 000 673, 000 | cialis 
3. Control of fires in inactive coal deposits _- ’ | 356, 196 | 50, 000 | $@D, OOO cis cnt nu. 
IOS, detnaisntinceas hicierelks depadab eile | 17, 658, 000 | 18,700,000 | 17,950,000 | 750, 000 


i t 


1 Includes $750,000 in H. Doc. 66. 

2 This $50,000 is subject to an increase of $306,000 making total of $356,000 in accordance with directions 
conts sined in the House Appropriations Committee report and that difference is to be obtained from various 
activities in this appropriation item. It is not possible at the present time to determine what will be the 
distribution of savings among the various activities to make up the amount in question. 


Under the Defense Production Act, the Government is entering into contracts 
that will bring about an increase in production of alumina by 500,000 tons per 
annum, This represents approximately 65 percent over the present capacity. 
Under present plans, the additional amount of bauxite required for the program 
will come from increased imports from Surinam and development of extensive 
bauxite depositsin Jamaica. Restoration of the $750,000 will permit experimental 
work on the recovery of alumina from anorthosite, kaolinite and bauxitie clays 
and other aluminous materials containing large amounts of silica, in the plant 
proposed for operation at Laramie, Wyo. It is vitally important that our de- 
pendence upon foreign supplies, in this connection, be reduced, 





2 
3 
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STATEMENTS OF JAMES BOYD, DIRECTOR, BUREAU OF MINES; 
THOMAS H. MILLER, ASSISTANT DIRECTOR, BUREAU OF MINES; 
J. J. FORBES, CHIEF, HEALTH AND SAFETY DIVISION; AND 
ELWOOD THOMSON, CHIEF, BUDGET SECTION 


Mr. Mruter. Dr. Boyd is at a hearing of the Subcommittee on 
Mines and Mining. He will try to come in before our hearings are 
completed. 

In his absence, I shall go forward with our presentation. 

This item came forward both in connection with our third supple- 
ment for 1951 and the regular program for 1952. 

In a 1951 supplement we had $350,000 to let the Bureau proceed 
with a construction item at the cement plant at Laramie, Wyo. In 
the regular appropriation for 1952, as a supplement we had $750,000 
for the operation of the plant in fiscal year 1952. There will be a cor- 
responding item in fiscal year 1953. For completion of the test our 
estimate was that the total job would cost approximately $2 million. 

We have now before you $350,000 for 1951 and $750,000 for 1952. 

Senator HaypENn. Where is the plant located? 

Mr. Miuuer. At Laramie, Wyo. It is one of the four plants con- 
structed during World War II for the testing of different processes 
for the production of alumina. 

Senator Corpon. Are you back for more money on that already? 

Senator O’Manoney. I believe you are referring to the operations 
known. 

Mr. Msuuer. This item is for operation, not construction. 

Senator O’Manoney. This has nothing to do with the construction. 

Mr. Miuuer. The construction is in the third supplemental and the 
hearings have been completed on it. 

Senator O’Manonegy. My own feeling on that is that the operations 
appropriation might well await a little development. 

Mr. MILuer. Regarding the disposition of the $350,000 item in the 
third supplemental, that would then be the determining factor on this 
subject. This item would be out if that is out, 


QUESTION ON PRIVATE DEVELOPMENT OF BERYLLIUM 


Senator O’Manoney. I think the Committee on Interior and 
Jnsular Affairs might want to go into the whole matter anyway 
because there is a problem as to whether or not the Bureau should 
operate it or whether it should be operated by a private agency. 

I was telling Senator Cordon the other day that I was very much 
surprised and interested in receiving a letter early this week from a 
gentleman in Denver who advised me that he and some associates 
had raised $2.5 million and he wants to come to Washington to see 
whether or not it would possible to purchase this plant. He has, or 
says he has, a process for making not only alumina, but recovering 
beryllium and certain other metals that are known to exist in that 
area. The problem is wholly one of a practicable process of extracting 
the mineral and it would be a very invaluable thing if it were possible 
to develop beryllium and I think it is worthy of further consideration 
by the legislative committee and by the Bureau of Mines as to what 
the proper steps should be. 
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Mr. Miuuer. I may say, Senator O’Mahoney, that from our stand- 
point that would be a perfectly simple solution of the problem. 
The Bureau’s interest is in seeing to it that this test is performed. 
We would just as soon sit on the sidelines and watch some qualified 
industrial group do it as to do it ourselves. If such an arrangement 
could be made, it would be appropriate so far as we are concerned. 

Senator HaypEeNn. Now what is the rest of the money for? 

Mr. Miuuer. The $750,000? 

Senator HaypEN. Yes. A 

Mr. Miter. That would be for operation after the construction a 
part of the plant is finished. It would be for operating in the fiscal Fs 
year 1952. 7 

Senator ELLENDER. I notice here that the entire amount is taken 
from nonferrous metals. Is that the operation you talk about? It 
is on page 113. It seems to have been taken from that one item. Is 
that right? 

Mr. Mituer. There are subdivisions under that item B which pro- 
vide for aluminum research. 

Senator ELLenpeER. That is within that same item? 

Mr. Miiuer. Yes; that is correct. 

Senator ELLENDER. Last year you were given $17,658,000. How 
much did you receive under the 1951 bill? 

Mr. Miuuer. I am afraid I do not understand your question. 

Senator ELLENDER. Was that subject to a cut? a 

Mr. Mituer. Yes; we had some cuts there. * 

Senator ELLeNpDeER. In your 1951 appropriations what does that 
amount to? 

Mr. Mituer. The original amount was $18,008,000 and that was 
reduced to $17,658,000. 

Senator ELLENDER. What work did you curtail because of that 
cut? 

Mr. Miuier. Of course, this cut went across the entire conserva- 
tion appropriation including all the items of 1, 2, and 3 on this sheet. 
The large part of the cut came from control of mine fires and synthetic- 
liquid fuels. 

Senator ELLENDER. How many people did you have to discharge? 

Mr. Miuuer. I think the bulk of the money would have been for 
contracts for more mine fires and it did not necessarily mean reduction 
of our working force. 

Senator ELLENDER. So you had the same number of people. Why 
could you not have done the work if you retained the same number of 
people? 

Mr. Tuompson. The fire-control money is for work done by other 
than Bureau of Mines personnel. 

Senator ELLENDER. Who allocated it to that? 

Mr. Tuompson. The Bureau of the Budget recommended how we 
should cut it. 

Senator ELLENDER. So that the cut that was made mn your case, 
you had the same force, you did not eliminate one person? 

Mr. Forzes. On the control of fires we carry a very small staff 
for supervision and most of the money is paid to contractors; we did 
not make so many contracts. 

Senator ELLENDER. You had the same number of people to ad- 
minister that smaller amount; did you not? 
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Senator O’Manoney. Mr. Chairman, what the witness is trying to 
say is that the cut in the appropriation would result only in the cut of 
contracts for hiring private people but the same administrative staff 
is needed because the work is highly essential and ought to go on and 
as directed by the House it is proposed to have it continue by absor bing 
appropriations from other areas. 

Senator ELLENDER. How much of the funds that you asked for in 
1951 was for the purpose of contracting to have this work done; do 
you remember? 

: AMOUNT FOR FIRE CONTROL 


Mr. Tuomson. Funds for the control of fires were reduced $130,000, 

Senator ELLENDER. One-third. 

Mr. Tuomson. ‘That is right. 

Senator ELLENDER. How much was cut from that amount? 

Mr. Tuomson. For the control of fires we had $488,926 and we were 
cut $132,730, which left a balance of $356,196. 

Senator ELLENDER. How many people did you have to administer 
that sum? 

Mr. Forses. Five people. 

Senator ELLENDER. It remained that figure? 

Mr. Forses. That is correct. 

Senator ELLENpDER. As to the other work you had to do in which 
you had this curtailment of expenses, you kept the same people on? 

Mr. Forses. Those same five people: y yes. All of this work is done 
by contract and our engineers have to make these surveys and super- 
vise the work. 

Senator ELLenpeErR. In other words, I have asked not only before 
this committee but other committees, about the cuts and found they 
did not reduce the administrative costs of any agency. It is true 
with your agency? 

Mr. Forses. Not in that particular instance. There were two 
engweers working out of the Pittsburgh district and three engineers 
working in the Roc ky Mountain district. 

It is quite difficult to cut that force of five, because they have to 
survey these fires and keep in touch with the contractors to see that 
they are carrying out the provisions of the contracts. 

We have made every effort to keep our administrative cost down 
to the minimum. 

Senator ELLENDER. What was your entire cut? 

Mr. Mitier. $132,730 for control of fires. 

Senator ELLENDER. What was the over-all? 

Mr. Mitier. $350,000 in the total appropriation. 

Senator ELLENDER. That leaves $220,000. Where did you trim 
that? 

AMOUNT FOR SYNTHETIC FUELS 


Mr. Miitier. The next largest item was on synthetic fuels, $166,220. 

Senator ELLenpEr. Did you retain the same force to administer 
the smaller sum? 

Mr. Mituer. 1 would assume so. This item was largely for the 
excess-power program. 

Senator ELLENDER. To what extent was your work curtailed be- 
cause of that decrease in money? 
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Mr. Miutuer. I doubt if it was, sir. I think that the bulk of tha: 
$166,000 represents the power-plant operation at Louisiana, Mo. 

Senator ELLENDER. In other words, are we to understand that wit), 
the cut you were able to do the same amount of work? You could do 
the job that you would have done with this additional sum had it 
been left to you? 

Mr. Miter. I think the comparison would be on the funds left in 
that account, $8,115,180—how that compares with the previous year 
as to whether we had to increase or reduce force. 

I do not know what the comparative item there would be. 

Senator ELLENDER. What | am trying to find out from each depart- 
ment is, to what extent was the work you were supposed to do cur- 
tailed because of this cut? 

Mr. Miter. I believe we could show a comparative item for the 
fiscal year 1950 for that item to tell whether there was an increase or 
decrease in the staff for the synthetic-fuels program. 

Senator O’Mauoney. Why should you be cutting the synthetic- 
fuels program at all? 

Mr. Miuuer. I wanted to see if we were permitted to keep the same 
staff we had in 1950. 


REDUCTION OF SYNTHETIC FUELS PROGRAM 


Senator O’Manoney. It is the most valuable thing you are doing. 
The work on hydrogenation of coal, according to Dr. Fieldner 
and Dr. Schroeder, shows that you can make gasoline from coal, now, 
at from 4 to 5 cents more per gallon than you can make gasoline from 
petroleum. 

Mr. Mixxer. That is correct. 

Senator O’Mauoney. There is a shortage of liquid fuel and we 
need more. 

The work that you have done on the shale deposit has been ex- 
traordinaruy successful. Why should there be any cut at all on that? 

Mr. Miter. Well, we had, of course, not wished to reduce our 
synthetic fuels program. 

Senator O’Manoney. Did the Bureau of the Budget reduce it for 
you? 

Mr. Tuomson. The Bureau of the Budget recommended that the 
reduction of excess power at Louisiana, Mo., take the bulk of the cut. 
They recommended at least $120,000 be cut out of the excess power 
at Louisiana, Mo. 

Senator O’Manoney. What sort of power? 

Mr. Tuomson. Excess. 

Senator O’Manonry. Do you mean electric power? 

Mr. Boyp. We have quite a large power plant at Louisiana, Mo. 

We were asked to put that in production and sell the power. We 
had to get an appropriation to run that power plant and the money 
that comes from the sale of power goes back to the general fund of the 
Treasury. 

Senator O’Maunoney. Is there still a shortage of power? 

Mr. Boyp. There is still a shortage of power in that area and we are 
still selling the power. 

Senator O’Manoney. If this cut is made you won’t be able to 
produce that power? 
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Mr. Boyp. I think we are producing all we can sell anyway and we 
will not need that much money to do it. 

Senator O’Manoney. Then it is an economic thing to make the 
cut? 

Mr. Boyp. That is right. 

Senator O’Manoney. But you are not going to curtail the synthetic 
fuels program; are you? 

Mr. Boyp. Not seriously ; no, sir. 

Senator O’Manoney. Are you going to curtail it at all? 

Mr. Boyp. The research will go on, but possibly not at the level 
we set up to do it. Our expenditures are decreasing because our 
plants are now built and we do not need the same funds we needed 
before. 

Senator O’Mauoney. I observed there was a provision in the bill 
which was taken out on the floor of the House. It is on page 25, 
beginning in line 19, reading: 

Provided, That the unused balance of the contract authorization of $15 million 
granted in the Interior Department Appropriation Act of 1946 under the heading 
of ‘Synthetic liquid fuels” is hereby rescinded. 

The House evidently did not want to rescind that appropriation or 
that unused portion. What does it amount to? 

Mr. Boyp. That appropriation for construction is necessary to 
rebuild the plants as we get new processes worked out in them. 

Senator O’Manonry. The first question is, What is the unused 
portion? What is it in dollars? 

Mr. THomson. It is $6.6 million. 

Senator O’Manonry. What did you propose to use it for? 

Mr. Boyp. For rebuilding portions of the plants that became 
obsolete as a result of our research work, in the development of the 
new processes. We have to tear some down and rebuild again, 

Senator O’Manonery. Did the Bureau of the Budget recommend 
that that be rescinded? 

Mr. Tuomson. Yes; they did. 

Senator O’Manonry. W hy did the House restore it? 

Mr. THomson. On a point of order on the floor. 

Senator O’Mauonery. That it was legislation? 

Mr. Tuomson. It is legislation; that is right, sir. 

Senator O’Manonry. Now the authorization for that was enacted 
upon the recommendation of the Committee on Interior and Insular 
Affairs, and we did it in the belief that it was necessary to maintain 
the plant in proper order. 

Now are you telling us that you do not need it? If you do not 
need it, I do not want to appropriate it. If you do need it, recog- 
nizing as I] do that the synthetic liquid-fuel program is one of the 
most important activities that the Bureau of Mines is carrying on, 
I want to continue to have it. 

Mr. Boyp. We have no plans to use that money at the present 
time and we have not asked for any money to liquidate the obliga- 
tions. We are not incurring any more obligations under that 
authority. 

Senator O’Manoney. Then you do not need this money? 

Mr. Boyp. No. 
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Senator O’Manoney. And this committee could just as well cut 
it out. 

Mr. THomson. I understand there is a law that is rescinding al! 
this money anyway and it automatically goes out at the end of I 951. 

Senator O’Manoney. What do you mean, there is a law? 

Mr. Tuomson. I should not have said “law.’’ My reference is to 
section 108 of this act. 

Mr. Mitier. Under the construction part of the appropriation wi 
do not lack money for construction in the synthetic fuels program. 
For the last several years, we have been able to use appropriated 
funds for that; we have not had to fall back on this authorization. 
As long as we were able to get an appropriation for construction under 
the Synthetic Fuels Act, we have not been utilizing this authoriza- 
tion and if we assume that condition in the future, we shall have no 
need for it. If that should be cut out, we should have to fall back 
on this authorization to do further construction at these plants. 

Senator ELLENDER. Now you say that the next cut was that 
$120,000 that you curtailed from the operation of a power plant at 
Louisiana, Mo.? 

Mr. Miuuer. Yes. 

Senator ELLENDER. You are generating electricity? 

Mr. Boypb. Yes. 

Senator ELLENDER. Who lost the benefit of that electricity? 

Mr. Boyp. We had to make an estimate of how much it would 
cost to run that plant in full operation and sell the surplus power. 
The revenues went back into the Treasury, direct. 

Now apparently the cost of producing that power was not so much 
as the original estimates that we had asked for and we would not lose 
production of power because of that. 

Senator ELLENDER. Did you operate that at all? 

Mr. Boyp. Oh, yes; we operated it. 

Senator ELLENDER. Are you doing that now? 

Mr. Boyp. We are still doing it. 

Senator ELLENDER. Were you able to operate with $120,000 less, 
and give the same service? 

Mr. Boyp. That is right. 

Senator ELLENDER. And give the same service? 

Mr. Boyp. Yes. 

Senator ELLeENpDER. Then you did not lose anything? 

Mr. Boyp. No; we did not lose anything. 

Senator ELLENDER. Now you accounted for one of $132,000 and one 
of $120,000. What was your other over-all cut of $350,000? 

Mr. Mituer. The one we just discussed was $166,000. The $132,- 
000 item was discussed. That is $298,000. 

Senator ELLENDER. So even in spite of the cut made in the 1951 
appropriation, you were able to go on and practically do the same work 
as you had done heretofore? 

Mr. Mituer. Not on the control of fires, but on the synthetic fuel 
program, yes. That was out of the $8 million program. 

Senator ELLeNpeR. On this control of fires, was that money that 
you yourself paid over to have the work done? 

Mr. Mutier. That is correct. 

Senator ELLENDER. A contribution of the States? 

Mr. Mitier. There was matching money in certain instances 
there, but the reduction meant the Bureau took on fewer projects of 
that kind. We have unfinished work to do in that field. 
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The rest of the money was distributed among a number of items. 
It will show on page 43 of the tabulation in volume 1 of the House 
hearings. 

Senator ELLENDER. If the Senate should refuse to restore this 
$750,000, you would still have more than you had in 1951, by about 
almost $300,000. Am I correct in that? 

Mr. Mixxer. That is correct. 

Senator ELLENDER. What additional functions are you going to 
perform? 

Mr. Miuuer. Those items again are spread among a number of 
items. 

Senator ELLENDER. What is that? 

Mr. Miiier. Those increases are spread among a number of items. 

Senator ELLeENpDER. To do what, get more people, or to buy more of 
the things you need with which to operate? 

Mr. Boypb. Senator, one of the problems we are facing at the 
moment, as you know, is the shortage of critical materials used in 
the defense effort. The controls and everything that go with it 
result in difficulties. Some of our materials have been very, very 
short. 

Senator ELLeNpER. I know the necessity of it. I am not talking 
about that. 

Mr. Boyp. The work we have been doing in the past on a peacetime 
basis has been the normal operation of the Bureau to conser ve, increase 
and make more economic our mineral resources. 

Since we have infinitely greater demands on us in the emergency, to 
increase our metal supplies, the work in the Bureau of Mines and the 
Geological Survey is contributing in that tremendously. That helps 
our work. 

Senator ELLENDER. You are really asking for about $1 million more 
than you got in 1951? 

Mr. Boyp. I think that is correct. 

Senator ELLeENDER. Would you say that the bulk of that amount is 
to be spent in order to develop new strategic materials; that is, where 
they are located? 

Mr. Boyp. Yes. You will notice the main increases occur in ferrous 
metals and alloys and in nonferrous metals and in mineral research 
work which is directly attributable to the increase in mineral produc- 
tion. 

Senator O’Manonrny. And may I say, Senator, that it will be most 
beneficial in helping carry out the purposes and objects of the Defense 
Production Act. 


STOCKPILING OF STRATEGIC AND CRITICAL MATERIALS 


The United States as we all know does not have sufficient stockpiles 
of certain strategic and critical materials, and the Congress has 
approved in the Defense Production Act, a program which is being 
carried out by the Department of the Interior which is intended to 
promote the development of new sources of such minerals in the 
United States, and this appropriation will be used for that purpose. 

Senator ELueNpeER. I understand that, but this is $1 million more 
or almost $1 million more that you are going to spend over what you 
had last year for that purpose? 

Mr. Boyp. No, it is a decrease of $58,000, I believe. 
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Senator ELLENDER. Your entire over-all appropriation though wi 
be $1 million more than you had last year? 

Mr. Tuomson. No. We had available $17,658 million and th 
House passed $17,950 million. 

Senator ELLENDER. I am talking about your budget. 

Mr. Boyp. I beg your pardon. That is right, sir. 

Senator ELLENDER. That would be a little over $1 million? 

Mr. Boyp. Yes; that is correct. 

Senator ELtenpER. And do you expect to spend that entire amount 
in the development of strategic materials? 

Mr. Boyp. Yes, sir. Some of the problems that are facing us in 
this defense operation will call upon the Bureau of Mines for a lot of 
this. For example, titanium, which we have brought to the threshold 
of industrial production is becoming short in the program. They 
will demand of us a tremendous increase. To get that to any kind 
of economic level we will have to do a substantially increased job in 
processing. We have not asked about that here because we did not 
know about it at the time. 

Senator ELLenper. How many more people will you have to add 
to your present payroll if the entire amount is given to you? 

Mr. Boyp. That would be a little difficult to answer, Senator. We 
have not even brought that project into study. 

Senator Ettenper. How did you reach the conclusion that you 
needed that much money? 

Mr. Boyp. There is a general order of magnitude. We would have 
to justify the details of it as soon as we got to work on the project. 
It would be the construction of a pilot plant, which is quite expens ive, 
and then the manpower to run it. That is an example. 

We are being called upon for increasing research on chromium 
deposits in Montana, for example. 


SUPPLIES AND MATERIALS 


Senator ELLENDER. Approximately how much of this entire appro- 
priation is used to buy machinery and the like for experimentation? 

Mr. THomson. Are you talking about the $750,000? 

Senator ELLtenpER. Can you get it percentagewise? 

Mr. Boyp. Supplies and materials would be approximately $3 
million out of a total of $19 million. That cost has been reduced 
slightly, but that is the proportion. 

Then there are items for contractual services and equipment. 
These are approximately $5.5 million out of the total. 

Senator ELLENDER. Out of the total? 

Mr. Boyp. Yes. 

Senator ELLENpER. And the rest goes to administrative expenses? 

Mr. Boyp. For personal services, travel, transportation, and so 
forth. 

Senator O’Manoney. It is my understanding, Dr. Boyd, that the 
battle to control these coal fires on public land will continue under 
instructions of the House committee. 

Mr. Boyp. I think that is correct. 

Senator O’Maunonry. You do not intend to abandon that at all? 

Mr. Boyp. No, sir. 

FIRE CONTROL 


Senator HaypeNn. You will attempt to control fires in other places? 
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Mr. Boyp. Yes. I think there were 127 fires burning, of which we 
have put out a certain number—I cannot give it to you exactly—but 
many are burning at a tremendous rate, wasting our natural resources. 

Mr. Forses. We are working on 22 fires, of which 9 are on private, 
abandoned properties. 

Mr. Boyp. Under House action, it means recessing parts of our 
programs in the mineral conservation fields. We have to spread that 
across the board and reduce our activities to that extent. 

Senator Haypren. As a dollars and cents proposition, is it worth 
the money appropriated out of the Treasury to put out these fires in 
the mines? 

Mr. Boyp. I am sure of that, Senator, very definitely. Mr. 
Forbes has made estimates of the coal saved. Most of this is coal 
near the surface and easily obtainable that is saved by this operation. 
Further, it has been burning in many places where it is undermining 
the communities and the houses are falling in and the fumes from the 
smoke are a menace to health. 

Senator ELLENDER. How much of that coal belongs to private 
parties? 

Mr. Boyp. In the East it is largely in private hands, but in the 
West much of it is on public lands. Where it is on private lands, 
they have to put up a third of the money. On public lands, we do 
it all. 

Mr. Forses. We estimate that 100,000,000 tons of coal will be 
saved by the completion of the activities in the 19 fires on which we 
have worked up to this time—some of them are completed. Up to 
this time 84 fires have been surveyed, including the 19 on which 
we have worked. The total saving conservation represented by 
these 84 fires is from 250,000,000 to 300,000,000 tons of coal. 

With an appropriation this year of $356,000, you can see that it is 
a paying proposition to the Government to continue to do something 
about these fires that are burning up our reserves. 


METHODS OF STOPPING FIRES 


Senator Haypen. How do you put the fires out? 

Mr. Forses. There are different methods, Senator. The one we 
are using at the present time is trenching and surface sealing. We 
have developed the sealing method within the last couple of years, 
and it is saving a tremendous amount of money. Just to give you 
an example, the fire at Latrobe, Pa., where we made a rough estimate 
of trenching, there were 20 or 25 new homes there that the fire was 
moving in on and we figured it in the neighborhood of $250,000. 
After we started experimenting a little bit more with the thing, we 
actually controlled that fire for something in the neighborhood of 
$10,000, by surface sealing. It means we will have to do some main- 
tenance work in connection with those things. 

Senator ELLENDER. Do you smother it out? 

Mr. Forses. That is right. Cracks develop which are filled and 
eventually seal off the fire so that there is no possibility of combustion 
underneath. 

Senator HaypeNn. You keep the air out and it stops the fire? 

Mr. Forses. That is the secret. You keep the air out and the fire 
will soon extinguish itself by its own gases. 

Senator Haypen. You might put that in the record. 

(The documents referred to are as follows:) 
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Status of control of fires in inactive coal deposits undertaken by the Bureau of Mines 
= + | —— | pies ST 4 , — — f . 


| 

. | . i | } Yate o " | 

Name of fire Location | Land | Date started | Date com- | 
1 


pleted Cost 
{. SRT. Rifle, Colo_- | Public......| Apr. 29,1949 | July 18,1949} gas 
2. North Park | Coalmont, Colo ee .| July 9, 1949 | Oct. 25, 1949 | 57 
3. Peach Mountain | Pottsville, Pa | Private_.._.| June 11,1949 | Oct. 16, 1949 30, 529 
4. Lioydsville Latrobe, Pa | _do ; June 15, 1949 July 12,1949 Q 
5. Lick Run | Bruceton, Pa | Publie and | July 6, 1949 | Sept. 23, 1949 | 40, 4 
| private | 
6. Monessen | Monessen, Pa | Private | do July 30, 1949 18 
7. Moyer Gulch | Gillette, Wyo | Public. ... Nov. 3,1949 | May 25, i950 | x0, 4 
8. Mount Carmel |} Mount Carmel, Pa Private _- Mar. 1, 1950 }- 87 
9. Kulpmont | Kulpmont, Pa .do May 8, 1950 | 10 
10. Carbondale | Carbondale, Pa _do June 6, 1950 |__. 130, 
1!. Shamokin | Shamokin, Pa _do . July 11, 1950 Oct. 27, 1959 12,0 
12. San Juan | LaVentana, N. Mex Public ; Jan. 11,1951 | 35 
13. Laur Gillette, Wyo ao July 18, 1950 | Sept. 12, 1950 6, 5s 
14. Little Thunder ? | Hilight, Wyo do July 19,1950 |_-- 75 
15. Canfield | Teckla, Wyo do Tune 23,1950 | Aug 5, 1950 72, 00 
16. Burning Coal mine__| Bill, W yo. do July 15, 1950 Dec, 30,1950 | 54 
17. Fairmor | Fairmont, W. Va Private. _. June 16,1950 | July 12, 1950 20, 26 
I8. Robinson Range 3____}| Gillette, Wyo Public . 4) | 35 
19. Padlock do : lo (4) | $25 
20. Hay Creek do _do 4 | $15 
21. Pyke | Fruitland, N. Mex lo ‘) § 20, 
22. Farmington 3 Farmington, N. Y 0 ‘ | 5 
Completed 
rill ( pleted. Bids for contro] opened May 8, 1951 
Survevs he ide to deter ( lar control Contracts will be let before,Ist of Tuly 
‘ Bids for control have been advertised or an engineering survey is in progress; for control during fisca 
yi 1951 
} ate st 


Mr. Forrnes. Of course, Senator, you asked about the five people 
You see, it is difficult to reduce that number. We only have two ot! 
those in the Pittsburgh district taking care of several big fires and 
we have to keep a finger on everything. 

Senator ELLenper. What I had in mind was that if any curtailment 
was done that is at least necessary. If you cut down this work and 
keep people on your staff where they are not important, I just cannot 
understand it. 

Mr. Forses. In 1949 our fires appropriation was $250,000. We 
were not able to do very much with the 84 existing fires. In 1950 we 
got $500,000; in 1951, we got $358,000; in 1952, of course, the House 
has approved $356,000 or thereabouts. 

Now we could use $2 million a year to get this job done quickly. 

Senator ELLENDER. That is provided other fires do not break out 


Mr. Forses. Yes. 
REVIEW OF MINERALS SITUATION IN NEW ENGLAND STATES 


Senator Youna. I am wondering about this new item of $100,000, 
listed as, ““New York-New England Mineral Surveys.” Why that 
particular item, now? 

Mr. Mruter. This is a part of the coordinated resource study for 
the New York-New England area. It is the Bureau of Mines part of 
the accelerated program in that area. We have a substantial program 
now that is a part of our normal work there but in order to meet the 
timetable developed for the coordinated program we must accelerate 
the work for the next 2 or 3 years. 

Senator Youna. What is this work? 

Mr. Miter. It is an investigation of mineral deposits in the New 
York-New England area, the New England States, in terms of their 
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' availability for production. It is a review of the mineral position in 
the New England States. 

Senator Youn. Is it strictly a war program? 

Mr. Mitier. Our concern is with strategic minerals, but that is 
only a part of a comprehensive survey. 

Senator YounG. Do you have money in the supplemental military 
appropriations? 

Mr. Miiuer. Not in the ones that are being considered now. We 
have funds in our regular appropriation for this purpose, such as the 
investigation of the manganese deposits, but this is an acceleration of 
such programs. We undertake more field investigations and mineral 
deposit production potential work in the New England States. 

Senator Youne. Could you not use the same funds you have used 
for other areas over the past years? Do you not have a similar pro- 
gram going now in other areas of the United States? 

Mr. Mituer. Yes. There is a substantial increase also authorized 
in this case for the so-called Arkansas, White, and Red River Basin 
studies that are the same as this item. 

We have programs of this nature in a number of parts of the coun- 
try, yes. 

Senator Young. Are they set out in separate items like this? 

Mr. Mituer. Only these two programs are pin-pointed in the sense 
that you mention. 

Senator Hayprn. I notice at page 38 of the bill— 


Aen 


ane 


The balances of all contract authorizations heretofore granted to the Interior 
Department or any of its bureaus or offices, which remain unused on June 30, 1951, 
are hereby rescinded, 

It was reported out of the committee for 1952 and on the floor of the 
House it was cut down one year. How does that affect the Bureau of 
Mines? 

Mr. Boyp. The only contract authorization we had was for syn- 
thetic fuels, Senator, and that question was discussed before. At the 
present time, that program would not be aifected. 

Mr. Minter. We have other authorizations for things like the 
Leadville Tunnel. 

Senator Haypren. How about the Leadville Tunnel? 

Mr. Miniter. That was all appropriated last year. 

Senator Hiypen. You are sure that the Bureau of Mines will not 
be affected in any respect by this blanket removal of contract 
authorization at the end of this 2 vears? 

Mr. Mituer. That is on the assumption that the construction 
items which we are permitted now under the regular bill would be 
continued. Otherwise as I explained to Senator O’Mahoney we 
would need the synthetic fuels contract authorization. 


ADMINISTRATIVE EXPENSES 
PURCHASE OF PASSENGER MOTOR VEHICLES 


JUSTIFICATION 


Senator Haypen. The next amendment appears on page 26, line 7, 
relating to the purchase of passenger motor vehicles by the Bureau 
of Mines. 
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The amendment and the statement thereon by the Department 
will go in the record at this point. 
(The information referred to is as follows:) 


ADMINISTRATIVE PROVISIONS 
(Estimate, 1951; act, 1950) 
(House hearings, pt. 2, pp. 1775 and 1776) 
(P. 26, line 7) 


Page 26, line 7, after the word ‘‘exceed”’ strike out the following: ‘‘one hundred 
and thirty passenger motor vehicles for replacement only; and insert in lieu 
thereof the following: ‘fone hundred and fifty-one passenger motor vehicles, of 
which one hundred and thirty shall be for replacement only;’’ 


HOUSE REPORT 


The House report made no statement concerning the committee’s action on this 
authorization. 

JUSTIFICATION 

It is recommended that the authorization for the purchase of 21 new automobiles 
be restored. 

Of the 21 new automobiles recommended, 2 will be required in the full operation 
of the Lignite Research Laboratory; 1 for the Anthracite Research Laboratory; 
1 for the program pertaining to coal-mining methods and reduction of losses; 5 for 
the program pertaining to continued research and pilot plant investigations on 
complex manganese ores; 8 for the prosecution of the mineral survey of the 
Arkansas- White and Red River Basins; and 4 for the mineral survey of the New 
England-New York area. The House bill provided additional funds for all of the 
above-mentioned programs. These automobiles are needed to complement the 
greatly expanded conservation and development of mineral resources program of 
the Bureau of Mines, 

Senator Hayprn. Do you need some new cars? 

Mr. Mutter. Particularly for the expanded New York-New 
England program and the Arkansas, Red, and White River Basin 
work. More than half of those cars are involved in that program. 
We also need 5 new cars on the expanded manganese program in 
several parts of the country. 

Of the cars requested, 17 of them are for those two activities alone. 
The other 4 are scattered in other places. 


EFFECT OF JENSEN AMENDMENT 


Senator Haypren. Let me inquire as to the effect of the so-called 
Jensen amendment. 

Mr. Miutirr. Mr. Chairman, the Jensen amendment would have 
the usual kind of slowing-down effects on the total program of the 
Bureau, but it would be particularly dangerous in our helium program. 

As you know, the Bureau of Mines is the only producer of helium 
and it is a straight production and sale proposition. 

Now to start losing staff on that vital operation would be disastrous. 
We would actually have to shut down plants. 

I have material here which I would like to submit in a more detailed 
justification if I may put it in the record at this point. 

Senator Haypren. That may be included. 

(The information referred to is as follows:) 
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EFFEcts OF JENSEN AMENDMENT ON PRODUCTION oF HELIUM 


The Bureau of Mines is the only producer of helium. The helium is delivered 
to the Army, Navy, Atomic Energy Commission, other Federal agencies, and 
non-Federal consumers for use as a lifting gas in airships and balloons of various 
types; a8 an inert gaseous shield in welding magnesium, aluminum, stainless 
steel, and other metals, especially for construction of aircraft; in various metal- 
jurgical operations; in atomic physics; in helium oxygen breathing atmospheres 
for medical treatment and for diving and caisson operations; for diluting flam- 
mable anesthetics to prevent fires and explosions in operating rooms; for detecting 
leaks and tracing movement of gases in various activities; in range finders; in 
many types of instruments used in industrial and military operations; and in 
various types of research. Most of the helium supplied to private industry is 
used in work on war contracts or in direct relation to military preparedness. 

Helium plants must run 24 hours a day, 7 days a week, not only because the 
helium is extracted from natural gas that flows continuously to fuel-gas markets 
but also because the temperature of about 300° F. below zero required for the 
extraction can be maintained only by continuous operation. A man must be on 
duty at each of the operating posts in the plant on each of the three 8-hour shifts 
that make up the 24-hour day. The process requires pressures of about 3,000 
pounds per square inch and millions of cubic feet of flammable natural gas are 
processed in a day. Operation with a crew that is inadequate in numbers or in 
training endangers life and subjects highly valuable properties to hazards of 
explosions and fires. 

‘he Bureau of Mines is now operating helium plants with the smallest crews 
that will permit safe and efficient operation. Any material reduction in helium 
plant personnel will reduce output, decrease efficiency, risk life and limb, and 
endanger plants and reserves of helium-bearing natural gas in which the Govern- 
ment has a large investment. 

There is no training ground for helium-plant employees, except in the Govern- 
ment’s plants. Therefore, it is necessary for the Bureau to recruit promising 
workers, train them in lower-grade positions, and advance them to posts of higher 
responsibility by filling vacancies as they occur. Trained employees cannot 
be retained in the service unless they have opportunities to go forward into higher 
positions. When they advance, it is necessary to fill the positions they vacate 
to provide the necessary number of employees. 

Peltowtin World War II, the demand for helium declined from the peak of 
about 137,000,000 cubic feet per year reached during the war to about 60,000,000 
cubic feet a year, and three of the plants were placed in a stand-by status. The 
post-war demand was filled by operating one plant until August 1950, when in- 
creased demands made it necessary to operate a second plant. The Bureau now 
has two helium plants in operation and two in stand-by status. The demands 
of the military services, the Atomic Energy Commission, and other users have 
been increasing rapidly, and are now of the order of 100,000,000 cubic feet a year. 
It seems likely that operation of a third plant will be required in the fiscal year 
1952. The Jensen amendment would make it impossible for the Bureau of 
Mines to put one or both of the stand-by plants in operation when their output is 
needed to meet the demands. 


Senator Haypen. We will adjourn until 10 o’clock Monday 
morning. 

(Whereupon, at 4:10 p. m., Friday, May 11, 1951, the committee 
recessed to reconvene at 10 a. m., Monday, May 14, 1951.) 





